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VRFLDOVHFXULW\ZHKDYHQRLQWHQWLRQWRMRLQWKHGHEDWHRYHUWKHPHDVXUHPHQWRIHIILFLHQF\RU
SURGXFWLYLW\RI62(V:HDJUHHWKDW62(SHUIRUPDQFHKDVQRWEHHQDVJRRGDVWKDWRI79(V
GXULQJ WKH UHIRUP SHULRG 0DQ\ H[WHUQDO IDFWRUV KDYH FRQWULEXWHG WR WKH UHSRUWHG SRRU
SHUIRUPDQFH RI 62(V DPRQJ ZKLFK ZH LGHQWLI\ IRXU RI WKHP WKDW ZH FRQVLGHU PRVW
LPSRUWDQW
 6RFLDOUHVSRQVLELOLWLHVEH\RQGSURILWVHHNLQJ
7KHKHDY\VRFLDOEXUGHQPD\EHRQHRI WKHSUHGRPLQDQWIDFWRUVXQGHUPLQLQJWKHHFRQRPLF
HIILFLHQF\RI62(V$Q62(KDVQHYHUEHHQDSXUHHFRQRPLFDFWRU ,W KDVKLVWRULFDOO\KDG
PDQ\ RWKHU IXQFWLRQV EH\RQG SURILWVHHNLQJ 7KHVH LQFOXGH SROLWLFDO VXSSRUW WR WKH
JRYHUQPHQW H[SDQVLRQRI VRFLDO HPSOR\PHQW DQGSURYLVLRQ RI YDULRXV VRFLDO VHUYLFHV DQG
VHFXULWLHV VXFK DV KRXVLQJ HGXFDWLRQ KHDOWK LQVXUDQFH DQG SHQVLRQ SURYLVLRQ :KDW
GLVWLQJXLVKHV WKH&KLQHVH62(V IURP WKHLU FRXQWHUSDUWV LQ(DVWHUQ(XURSH LV WKDW LQ&KLQD
HDFK62(SDUWLFXODUO\ODUJHDQGPHGLXPVL]HGIRUPVDUHVLGHQWFRPPXQLW\RUVPDOOVRFLHW\
LQZKLFKDOONLQGVRIVRFLDOVHUYLFHVDQGIDFLOLWLHVDUHSURYLGHGE\WKHHQWHUSULVH7KHPDQDJHU
RI WKH 62( LV PRUH OLNH D PD\RU RU WULEDO FKLHI 7UDGLWLRQDO &KLQHVH IDPLO\ YDOXHV DQG
HPSOR\PHQW SUHVVXUH PD\ KDYH VWUHQJWKHQHG VXFK ZHOIDUH REOLJDWLRQV DQG PDNLQJ WKHP
GLIILFXOW WR FKDQJH 7KH LQFUHDVLQJ EXUGHQ IRU SURYLGLQJ D ODUJH VHW RI SXEOLF JRRGV WR LWV
FRPPXQLW\PHPEHUVKDVVHYHUHO\KLQGHUHGWKHGHYHORSPHQWRI62(V
7DNLQJSHQVLRQSURYLVLRQDVDQH[DPSOHDVWKHXUEDQSRSXODWLRQDJHV62(SHQVLRQSD\PHQWV
KDYHEHHQPRXQWLQJUDSLGO\LQWHUPVRIERWKDEVROXWHDPRXQWDQGUHODWLYHVKDUHLQWKHWRWDO
ZDJHSD\PHQW,QWKH62(VHFWRUKDGDERXWPLOOLRQUHWLUHGHPSOR\HHVDQGWKHUDWLR
RIWKHUHWLUHGRYHUWKRVHLQSRVWZDV%\WKHUHWLUHGLQWKH62(VHFWRUKDGUHDFKHG
PLOOLRQDQGWKHUDWLRRIUHWLUHGRYHULQSRVWURVHWR$FFRUGLQJO\ WKHSURSRUWLRQRI
SHQVLRQH[SHQGLWXUHLQWKHWRWDOZDJHSD\PHQWLQFUHDVHGIURPSHUFHQWLQWRSHU
FHQW LQ  66%   – :KLOH WKH QHZO\ HVWDEOLVKHG 62(V KDYH EHHQ
UHODWLYHO\IUHHRIWKHSHQVLRQEXUGHQROGHU62(VKDYHEHFRPHLQFUHDVLQJO\ZHLJKHGGRZQE\
WKHKHDY\SHQVLRQSURYLVLRQ
7RZKDWH[WHQWLVWKH62(V
HIILFLHQF\GLUHFWO\DIIHFWHGE\WKHLUSURYLVLRQRIWKHODUJHVHWRI
SXEOLF JRRGV WR WKH XUEDQ SRSXODWLRQ" ,W KDV EHHQ HVWLPDWHG WKDW DERXW  SHU FHQW RI WKH
GLIIHUHQFH LQ SURILWDELOLW\ EHWZHHQ 62(V DQG 79(V FDQ EH DWWULEXWHG WR VRFLDO ZHOIDUH
SURYLVLRQRIWKLVNLQG;LDR,QDGGLWLRQWRWKHGLUHFWFRQWULEXWLRQZKLOHIXQFWLRQLQJDV
D VPDOO VRFLHW\ DQ 62( KDV GH IDFWR SURYLGHG XQHPSOR\PHQW LQVXUDQFH SD\PHQW WR LWV
UHGXQGDQW HPSOR\HHV RQWKHMRE XQHPSOR\PHQW ,W LVZLGHO\ HVWLPDWHG WKDW DERXW  SHU
FHQWRIHPSOR\HHVLQWKH62(VHFWRUDUHLQIDFWUHGXQGDQW%HOO
7KH DERYH IDFWV LQGLFDWH WKDW WKHVH KHDY\ VRFLDO EXUGHQVPD\ MXVWLI\ D ODUJH SDUW RI 62(
ORVVHVLQDVRFLHW\ZKHUHDIXQFWLRQDOVRFLDOVHFXULW\V\VWHPLVDEVHQW
 $QXQIDYRXUDEOHSRVLWLRQLQWD[DWLRQDQGSULFLQJ
$ORQJZLWK WKHGHYHORSPHQWRIPDUNHWL]DWLRQ UHIRUP WKH WUDGLWLRQDO DGYDQWDJHV WKDW 62(V
KDYH HQMR\HG VXFK DV HDV\ DFFHVV WR NH\ PDWHULDOV FUHGLW DQG FDSWLYH PDUNHWV KDYH
JUDGXDOO\ GLPLQLVKHG +RZHYHU PDQ\ GLVDGYDQWDJHV KDYH SHUVLVWHG†WZR RI ZKLFK DUH
FULWLFDO
7KH ILUVW RQH LV WKH 62(V
 XQIDYRXUDEOH WD[DWLRQ SRVLWLRQ $OWKRXJK PDQ\ WD[ UHIRUPV
FRQGXFWHGLQWKHSDVWWZRGHFDGHVZHUHLQWHQGHGZLWKGLIIHUHQWGHJUHHVWRUHGXFHWKH62(V

ZHLJKW\WD[EXUGHQWD[HVFROOHFWHGIURPWKH62(VHFWRUKDYHDFFRXQWHGIRUPRUHWKDQSHU
FHQWRIWKHWRWDOJRYHUQPHQWUHYHQXH66%%\ WKH62(VHFWRUSURGXFHG
DERXWSHUFHQWRI*’3EXWFRQWULEXWHGSHUFHQWRIQDWLRQDOILVFDOUHYHQXH%HIRUHWKH
WD[UHIRUPWKHQRPLQDOWD[UDWHRIFRUSRUDWHLQFRPHIRUODUJHDQGPHGLXPVL]HG62(V
ZDV  SHU FHQW  SHU FHQW IRU SULYDWH HQWHUSULVHV  SHU FHQW IRU IRUHLJQLQYHVWHG
HQWHUSULVHVDQGSURJUHVVLYHWD[UDWHVUDQJLQJIURPSHUFHQWWRSHUFHQWOHYLHGRQVPDOO
62(VDQGFROOHFWLYHHQWHUSULVHVLQFOXGLQJ79(V7KHUHIRUPXQLILHGWKHFRUSRUDWHWD[UDWHWR
 SHU FHQW IRU DOO NLQGV RI GRPHVWLF HQWHUSULVHV+RZHYHU H[FHSW IRU WKHVH VKLIWV LQ WKH
QRPLQDO WD[ UDWH WKH 62(V
 FRQWULEXWLQJ VKDUH WR WKH JRYHUQPHQW UHYHQXH UHPDLQHG
XQFKDQJHGVHH7DEOH
7$%/(&2175,%87,216+$5(672*29(510(175(9(18(%<
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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6RXUFH 66%
1RWH 5HYHQXHIURPERWKGRPHVWLFDQGIRUHLJQGHEWVLVH[FOXGHG
7KHODUJHGLIIHUHQFHEHWZHHQQRPLQDODQGDFWXDOWD[UDWHVFDQEHH[SODLQHGE\WKUHHIDFWRUV
)LUVW WKHUH KDV EHHQ URRP IRU QHJRWLDWLQJ WD[ UHGXFWLRQV EHWZHHQ ILUPV DQG ORFDO WD[
DXWKRULWLHV*XR6HFRQGWD[HYDVLRQLVOHVVGLIILFXOWIRUWKRVHHQWHUSULVHVRXWVLGHWKH
VWDWHVHFWRU$FFRUGLQJWRDVWDWLVWLFDODQDO\VLVFRQGXFWHGE\&KLQHVHVWDWLVWLFDORIILFLDOVWKH
DFFXPXODWHGVXPRIYHULILHGHYDVLRQVRILQGXVWULDODQGFRPPHUFLDOWD[HVIURPWR
DPRXQWHGWRELOOLRQ\XDQEHLQJHTXDOWRDERXWSHUFHQWRI WRWDOWD[DWLRQLQFRPHLQ
HDFKRI WKHVH\HDUV7KHHYDVLRQRIHQWHUSULVHLQFRPHWD[LVPXFKPRUHGLIILFXOW WRYHULI\
DQGWKHUHIRUHPD\EHXVHGPRUHHIIHFWLYHO\E\QXPHURXVVPDOOILUPVLQWKHQRQVWDWHVHFWRU
7KLVHDVLHUDFFHVVWRWD[HYDVLRQHQMR\HGE\WKHQRQVWDWHILUPVGRHVSXW62(VLQDUHODWLYHO\
XQIDLUSRVLWLRQ$QG WKLUGXQOLNH IRU79(VZDJHH[SHQGLWXUH LVQRWFRXQWHGDVDEXVLQHVV
FRVW IRU62(VDQGPXVWEHGHGXFWHG IURP WKHLUQHW SURILWV DIWHU VDOHV WD[ ,W VXEVWDQWLDOO\
H[SDQGVWKHLQFRPHWD[EDVHRIWKH62(V*XR

7KH*’3VKDUHRI62(VLQLVHVWLPDWHGDVIROORZVWKHDJULFXOWXUDOVHFWRUGRPLQDWHG
E\ SHDVDQW KRXVHKROGV SURGXFHG  SHU FHQW RI *3’ 66%   WKH EURDGHU 79(
VHFWRU FRQWULEXWHG  SHU FHQW RI *’3 0LQLVWU\ RI $JULFXOWXUH  DQG WKH XUEDQ
FROOHFWLYHSULYDWHDQGIRUHLJQVHFWRUVFRXOGKDYHSURGXFHGDERXWSHUFHQW
%HLMLQJ5HYLHZ–0DUFK
&KLQD(FRQRPLF1HZV$XJXVW
7KH VHFRQG GLVDGYDQWDJH LV DVVRFLDWHG ZLWK WKH VRFDOOHG 
SROLF\ ORVVHV
 LQGXFHG E\ WKH
UHPDLQLQJSULFHFRQWURORIWKHVWDWH$FFRUGLQJWR=KRXRIWKHELOOLRQ\XDQRI
VXEVLGLHV WR ORVVPDNLQJ 62(V LQ  RQHTXDUWHU ZDV XVHG WR VXEVLGL]H WKH HQHUJ\
SURGXFHUV ZKR KDG WR EHDU WKH YHU\ ORZ FRQWUROOHG SULFHV RI WKHLU SURGXFWV $QG DQRWKHU
TXDUWHUZDVXVHGLQH[FKDQJHIRUVXSSO\LQJRWKHUQHFHVVLWLHVDWORZVWDWHSULFHV,QIDFWPDQ\
62(V LQ WKH UHGDUHHQJDJHG LQHQHUJ\SURGXFWLRQ PDLQO\FRDOPLQLQJJUDLQ VWRUDJH DQG
SURFHVVLQJDQGWKHZHDSRQVVHFWRU
 1HZORVVHVIURPQHZLQYHVWPHQWSURMHFWV
0DQ\QHZO\HVWDEOLVKHGSURMHFWVLQWKH62(VHFWRURIWHQEHFRPHQHZVRXUFHVRIORVV7KHVH
SURMHFWVDUHW\SLFDOO\HVWDEOLVKHGE\ORFDOJRYHUQPHQWVRULQGXVWULDOPLQLVWULHVDQGEXUHDX[
7KHIDLOXUHVRI WKHVHSURMHFWVDUH WKH IDLOXUHRI&KLQD¶V VWDWH LQYHVWPHQWV\VWHPZKLFKKDV
EHHQFKDUDFWHUL]HGE\EXUHDXFUDWLFFRRUGLQDWLRQDQGKDVQRW\HWEHHQUHIRUPHGVXFFHVVIXOO\
6XQDD
$VSRLQWHGRXWLQ6XQDWKHSURFHVVRILQYHVWPHQWGHFLVLRQPDNLQJLQWKHVWDWHVHFWRU
LV D GLVWULEXWLRQ SURFHVV RI ULJKWV WR SRVVHVV DQG XVH FHUWDLQ VFDUFH VWDWH DVVHWV LQFOXGLQJ
EXGJHWIXQGVEDQNORDQVODQGTXRWDVRISRZHURLODQGRWKHUNH\PDWHULDOV7KHYHU\ILUVW
LQWHQWLRQ RI ORFDO JRYHUQPHQWV PLQLVWULHV DQG 62(V LV WR REWDLQ DQG RFFXS\ DV PXFK
LQYHVWPHQWDQGSURSHUW\IURPWKHGLVWULEXWLYHQHJRWLDWLRQSURFHVVDVSRVVLEOHVRWKDWWKH\FDQ
UHDS IXWXUH EHQHILWV DQG MXVWLI\ WKHLU SRZHU EDVH )RU H[DPSOH LI DQ 62( ZDV LQLWLDOO\
DVVLJQHGSUHPLVHVLQDFRPPHUFLDOSDUWRIDFLW\†EHLWE\QHJRWLDWLRQRUVLPSO\E\FKDQFH†
WKHQ LWV HPSOR\HHV FDQ JHW PRUH ERQXVHV VLPSO\ E\ UHQWLQJ RXW WKH EXLOGLQJ 2IWHQ WKH
FRQVHTXHQFHLVWKDWZKHQWU\LQJWRHVWDEOLVKQHZLQYHVWPHQWSURMHFWVWKHGHFLVLRQPDNHUVGR
QRWFDUHPXFKDERXWZKHWKHUWKHSURMHFWZLOOEHSURILWDEOHLQWKHIXWXUH,WLVRIFRXUVHJRRG
LIWKHSURMHFWLVSURILWDEOHEXWLILWLVQRWWKHORVVZLOOEHERUQHE\WKHVWDWHDQ\ZD\6XFKDQ
LQYHVWPHQW H[SDQVLRQ GULYH FRPELQHGZLWK WKHSHUVLVWHQW VRIWEXGJHW FRQVWUDLQW LQHYLWDEO\
LQGXFHVLQYHVWPHQWKXQJHUDQGOHDGVWRLQHIILFLHQWLQYHVWPHQWSURMHFWV=RXDQG6XQ
%HIRUH WKH UHIRUP WKH LQHIILFLHQF\ RI WKH VWDWH LQYHVWPHQW V\VWHP ZDV PDQLIHVWHG LQ
VXEMHFWLYHGHFLVLRQVRIWKHFHQWUDOOHDGHUVSRRUSUHSDUDWLRQDQGPRQLWRULQJDQGZLGHVSUHDG
ZDVWHRIVFDUFH UHVRXUFHV ,Q WKH UHIRUPHUD IROORZLQJ WKH LQFUHDVHRI ORFDO DXWRQRP\ WKH
LQHIILFLHQF\RIWKHVWDWHLQYHVWPHQWV\VWHPKDVEHHQFKDUDFWHUL]HGE\ODVWLQJDQGODUJHVFDOH
GXSOLFDWLRQRIFRQVWUXFWLRQDWQDWLRQDOOHYHODQGWKHLQLWLDWLRQRIWRRPDQ\QHZSURMHFWVDWWKH
H[SHQVHRIWHFKQLFDOXSGDWLQJRIDOUHDG\H[LVWLQJDVVHWV,QWKHHQGPDQ\SURMHFWVKDYHOLWWOH
YDOXHRQFHWKHLUSURGXFWVIDFHZHDNPDUNHWGHPDQGDQGVWURQJFRPSHWLWLRQ6DGO\WKHUHDUH
QXPHURXVH[DPSOHVRIWKLVLQDOPRVWDOOLQGXVWULDOVHFWRUV)RUH[DPSOHE\WKHHQGRI
&KLQDKDGEXLOWXSSURGXFWLRQOLQHVIRUFRORXUWHOHYLVLRQVHWVZLWKDQDQQXDOSURGXFWLRQ
FDSDFLW\ RI  PLOOLRQ VHWV 7KH DQQXDO UHDO RXWSXW ZDV RQO\ PLOOLRQ WKXV KDOI RI WKH
SURGXFWLRQ FDSDFLW\ ZDV LGOH ,Q  &KLQD KDG  DXWRPRELOH IDFWRULHV DQG  UH
HTXLSSLQJ DXWRPRELOH IDFWRULHV ZLWK D WKHRUHWLFDO FDSDELOLW\ RI SURGXFLQJ  PLOOLRQ
DXWRPRELOHV SHU \HDU +RZHYHU PRVW RI WKHVH IDFWRULHV KDG QR HFRQRP\ RI VFDOH E\ DQ\
VWDQGDUGDQGWKHDYHUDJHXWLOL]DWLRQUDWLRRIFDSDFLW\ZDVOHVVWKDQSHUFHQW6XQD

7KH ODVWLQJ DQG VHYHUH LQYHVWPHQW LQHIILFLHQF\ KDV FDXVHG FRQWLQXRXV ZRUVHQLQJ RI 62(
FDSLWDOSURGXFWLYLW\ZKLFKFDQEHFOHDUO\UHYHDOHGE\WKHFKDQJHLQLQFUHPHQWDOFDSLWDOSURILW
UDWLR ’XULQJ – WKH QHW YDOXH RI IL[HG DVVHWV RI LQGXVWULDO 62(V ZLWK LQGHSHQGHQW
DFFRXQWLQJV\VWHPVLQFUHDVHGIURPELOOLRQ\XDQWRELOOLRQ\XDQDQLQFUHDVHRI
ELOOLRQ\XDQ:KLOHWKHLUUHDOL]HGSUHWD[SURILWVLQFUHDVHGE\RQO\ELOOLRQ\XDQIURP
ELOOLRQ\XDQWRELOOLRQ\XDQ7KHLQFUHPHQWDOUDWLRRIIL[HGDVVHWVWRSUHWD[SURILWLV
LQGLFDWLQJWKDWHYHU\\XDQLQFUHDVHLQIL[HGDVVHWVQHWRIGHSUHFLDWLRQUHVXOWHGLQRQO\
RQH\XDQLQFUHDVHLQSUHWD[SURILWV7KHIDFW WKDWWKHUDWLRRISUHWD[SURILWVWRWRWDOFDSLWDO
GHFUHDVHGIURPWRSHUFHQWGXULQJWKLVSHULRG66%FDQEHWRDODUJH
H[WHQWDWWULEXWHGWRWKHIDLOXUHVRIWKHVWDWHLQYHVWPHQWV\VWHP
 &DSLWDOGLYHUVLRQDQGVWDWLVWLFVELDV
:KHWKHU WKH RIILFLDO&KLQHVH VWDWLVWLFV DUH FDSDEOH RI SURYLGLQJ D UHOLDEOH DFFRXQW RI 62(
SHUIRUPDQFHLVDQRSHQTXHVWLRQ2QHRIWKHEDVLFUHTXLUHPHQWVIRURIILFLDOVWDWLVWLFV LQDQ\
HFRQRP\ LV WR SURYLGH VWDQGDUGL]HG DQG UHODWLYHO\ VWDEOH GDWD 7KHVH PD\ QRW DOORZ WKH
RIILFLDOVWDWLVWLFV WRFDSWXUHWDFWLFDODFWLYLWLHVXVHGE\ILUPV LQD UDSLGO\FKDQJLQJHFRQRP\
$PRQJWKHVHWDFWLFDODFWLYLWLHVVHYHUDOKDYHVLJQLILFDQWO\FRQWULEXWHGWRWKHXQGHUUHSRUWLQJ
RI62(SHUIRUPDQFH7KHVHLQFOXGHLPSOLFLWGLYHUVLRQRIDVVHWVDQGSURILWV IURP62(V WKH
62(IRUHLJQ MRLQW YHQWXUH DQG WKH 62(V
 LQFHQWLYHV WR XQGHU UHSRUW WKHLU SURILW SRWHQWLDO
RZLQJWRWKHVRFDOOHG
UDWFKHWHIIHFW

7KH LPSOLFLW GLYHUVLRQRI DVVHWV DQGSURILWV IURP WKH62( VHFWRU WR WKH FROOHFWLYH VHFWRU LV
LQGXFHG E\ 62( VRFLDO UHVSRQVLELOLWLHV ,Q RUGHU WR FUHDWH MREV IRU WKH FKLOGUHQ RI WKHLU
HPSOR\HHVPRVW62(VKDYHWRVHWXSVRPHQHZEUDQFKHVPDNLQJXVHRI WHFKQRORJLHVDQG
HTXLSPHQWRIWKHSDUHQW62(VRIWHQIUHHRIFKDUJH7KHVHEUDQFKHVDUHRIILFLDOO\LQGHSHQGHQW
LGHQWLWLHV ZKLFK DUH XVXDOO\ UHJLVWHUHG DV FROOHFWLYH ILUPV :KHUHDV LQ IDFW WKHVH ILUPV
W\SLFDOO\GHSHQGRQWKHSDUHQW62(VIRUVXUYLYDODQGGHYHORSPHQW2QFHGLVFRYHULQJVXFKD
GLYHUVLRQDVDFRQYHQLHQWFKDQQHOWRDYRLGWD[DQGWRLQFUHDVHWKHLQFRPHVRIWKHPDQDJHUV
DQGHPSOR\HHVPDQ\62(VDOVRWUDQVIHUSDUWRIWKHLUSURILWVWRWKHVHVRQGDXJKWHUILUPVLQ
WKHQDPHVRIVXEVLGLHVDQGHPSOR\PHQWFUHDWLRQ4LDQ
$VXUYH\FRQGXFWHGLQRQFROOHFWLYHHQWHUSULVHVVHWXSE\62(VLQWKH6KDQGRQJ
SURYLQFHVKRZHGWKDWSHUFHQWRIWKHPZHUHXVLQJPLOOLRQ\XDQRISDUHQW62(DVVHWV
IUHHO\6RPH62(VWHQGWRWUDQVIHUSURILWDEOHSURGXFWVDQGWHFKQRORJLHVWRWKHLUVRQGDXJKWHU
VXEVLGLDULHV*XR$QGRIWHQVXFKVXEVLGLDULHVPDNHSURILWVE\VLPSO\VHOOLQJWKH
ORZSULFHSODQQHGJRRGVIURPWKHSDUHQW62(VDWJRLQJPDUNHWSULFHV
7KDQNVWRPDQ\SUHIHUHQWLDOSROLFLHVIRU6LQRIRUHLJQMRLQWYHQWXUHDQGWKHLURZQH[SDQVLRQ
GULYH 62(V KDYH KDG VWURQJ LQFHQWLYHV WR VHW XS MRLQW YHQWXUHV ZLWK IRUHLJQ ILUPV 6XFK
YHQWXUHVDUHQRWFRXQWHGDVDSDUWRIWKH62(VHFWRULQRIILFLDOVWDWLVWLFVDOWKRXJKWKH62(LQ
VXFKDMRLQWYHQWXUHLVRIWHQWKHGHIDFWRPDMRULW\LQYHVWRURUFRQWUROOHU,QDGGLWLRQPDQ\RI
WKHPRUHVXFFHVVIXO62(VKDYHEHHQWUDQVIRUPHGSDUWO\RUIXOO\LQWRMRLQWVWRFNFRPSDQLHV
FODVVLILHGLQWR WKHFDWHJRU\RI 
RWKHURZQHUVKLSILUPV
GHVSLWH WKHVWDWHKROGLQJ WKHPDMRULW\
VKDUH,QIRULQVWDQFHWKHRXWSXWYDOXHRIWKHVHVWDWHVKDUHKROGLQJFRPSDQLHVZDVHTXDO
WRSHUFHQWRI WKDWRI WKH62(VHFWRU 66%7KHUHIRUH LW LV OLNHO\ WKDW WKH
RIILFLDOVWDWLVWLFVVXIIHUVHOHFWLRQELDVLQUHSRUWLQJWKHSRRUSHUIRUPDQFHRIWKH62(V
62(PDQDJHPHQWKDVEHHQPRQLWRUHGE\UHVSRQVLELOLW\FRQWUDFWGXULQJWKHUHIRUPHUD7KLV
PRQLWRULQJ V\VWHP VHHPV WRKDYH WUDQVIHUUHG WKH UDWFKHW HIIHFW IURPRXWSXW WDUJHW WR SURILW
WDUJHW$KLJKHUSURILWDFKLHYHPHQWRIDQ\\HDUPHDQVWKDWDKLJKHUWDUJHWZLOOEHVHWXSIRU
WKHIROORZLQJ\HDU†ZKLFKWKH&KLQHVHKDYHYLYLGO\OLNHQHGDV
ODVKLQJWKHIDVWHUR[HQ
$VD
FRQVHTXHQFH62(VKDYHDWHQGHQF\RIXQGHUUHSRUWLQJWKHLUSURILWDELOLW\WRDFHUWDLQGHJUHH
RIWHQUHSRUWLQJWKDWWKH\DUHMXVWEUHDNLQJHYHQDOORZLQJIRUDEHWWHUQHJRWLDWLQJSRVLWLRQIRU
IXWXUHSURILWWDUJHWV=KRX
,QFRPSDULVRQ79(VKDYHIHZVXFKFRQFHUQVDQG LQ IDFW WKHFRQWUDU\ VHHPVPRUH OLNHO\
/RFDO JRYHUQPHQW RIILFLDOV WHQG WR HQFRXUDJH WKHLU VXERUGLQDWHV WR H[DJJHUDWH SURILWV RI
79(V ZKLFK FDQ EH XVHG DV DFKLHYHPHQWV WR VSHHG XS WKH SURPRWLRQ RI WKHLU RZQ
DGPLQLVWUDWLYHFDUHHUDQGWRFRPSHWHIRUPRUHEDQNORDQV7KRXJKLWLVVRPHZKDWLPSRVVLEOH
WRKDYHDQDFFXUDWHSLFWXUHRQHIDLUO\UHFHQWQHZVUHSRUWPD\EHLQIRUPDWLYHWKHGLUHFWRURI
DVWDWLVWLFVEXUHDXRIDFLW\LQWKH-LDQJVXSURYLQFHRQHRIWKHDUHDVZLWKWKHKLJKHVWOHYHORI
79(GHYHORSPHQWZDVDUUHVWHGEHFDXVHKHLQYHQWHGKLJKILJXUHVIRUORFDO79(VWRUHDFKWKH
SURMHFWHGSURILWWDUJHW&OHDUO\KHPLJKWKDYHEHHQHQFRXUDJHGHYHQSUHVVXULVHGE\VRPH
KLJKHUXSRIILFLDOV
7RVXPXSFRQVLGHULQJDOOWKHVHIDFWRUVDVGLVFXVVHGDERYHZHFRPHWRDFRQFOXVLRQWKDWWKH
DFWXDO SHUIRUPDQFH RU HIILFLHQF\ RI 62(VPD\ QRW KDYH EHHQ DV EDG DV LQGLFDWHG E\ WKH
VWDWLVWLFV$QDGGLWLRQDOREVHUYDWLRQLVWKDW
LWZDV62(VQRW79(VWKDWW\SLFDOO\RSHUDWHGDW
WKHIURQWLHURIQHZSURGXFWGHYHORSPHQW
-HIIHUVRQ
,,, &21’,7,216&2175,%87,1*727+(79(0,5$&/(
7KH79(SKHQRPHQRQLVXQLTXHLQWKHVHQVHWKDW WKHHPHUJHQFHRIUXUDOHQWUHSUHQHXUVDQG
HQWHUSULVHVKDVQRWEHHQH[SHULHQFHGLQDQ\RWKHUFRXQWU\RQVXFKDODUJHVFDOHDQGDWVXFKD
UDSLGUDWH ,WV URRWVFDQEH WUDFHGEDFN WR WKHODWHVEXW LWVGHYHORSPHQWZDVQRW WUXO\
QRWLFHDEOHXQWLOWKHODWHVZKHQ&KLQDEHJDQWRFDUU\RXWUHIRUPDQGWRRSHQXSWRWKH
RXWVLGHZRUOG7KH79(GHYHORSPHQW VR IDU LVQRW DQ RXWFRPHRI DQ\ FDUHIXOO\ GHVLJQHG
SROLF\RUSODQ7KHJRYHUQPHQWSROLF\FKDQJHGIURPWROHUDQFHWRHQFRXUDJHPHQWGXULQJWKH
VRQO\DIWHUUHFRJQL]LQJWKDWWKH79(ZDVDYHKLFOHWRLQFUHDVHUXUDOLQFRPHDQGPRUH
LPSRUWDQWO\ WR DEVRUE D ODUJH QXPEHU RI UXUDO ODERXU VXUSOXVZLWKRXWPXFK QHHG IRU VWDWH
LQYHVWPHQW†DVHULRXVSUREOHPFRQIURQWLQJWKH&KLQHVHJRYHUQPHQWVDWDOOOHYHOVVHH-LQDQG
4LDQIRUPRUHGHWDLOV
*HQHUDOO\VSHDNLQJWKHUHKDVEHHQDQRYHUDOOIDYRXUDEOHHQYLURQPHQWIRU79(JURZWKGXULQJ
WKH UHIRUP SHULRG SURYLGLQJ ERWK LQFHQWLYHV DQG GLVFLSOLQHV IRU WRZQVKLS DQG YLOODJH
JRYHUQPHQWVDQGPDQDJHUVLQWKHSURFHVVRI79(GHYHORSPHQW
 +DUGEXGJHWFRQVWUDLQWVFRQIURQWHGE\WRZQVKLSDQGYLOODJHFRPPXQLWLHV
,Q &KLQD WKH FHQWUDO SURYLQFLDO PXQLFLSDO SUHIHFWXUH DQG FRXQW\ JRYHUQPHQWV DOO KDYH
VXIILFLHQWDXWKRULW\WRUHJXODWHPDUNHWVWKURXJKDGPLQLVWUDWLYHPHWKRGVDQGWREHLQYROYHGLQ
FUHGLW GHFLVLRQV WKURXJK ERWK YHUWLFDO DQG UHJLRQDO DFFRXQWDELOLW\ 
GXDO FRRUGLQDWLRQ
([
DQWHJRYHUQPHQWVDWWKHOHYHORIWKHFRXQW\RUDERYHDUHGLUHFWO\LQYROYHGLQWKHIRUPXODWLRQ

7KH&KLQHVH7LPHV-XQH
RIFUHGLWSODQVDQGFDQGLUHFWVSHFLDOL]HGEDQNVWRPDNHORDQV([SRVWJRYHUQPHQWVKDYHWKH
DXWKRULW\WRGHFLGHZKHWKHU62(VVKRXOGSD\EDFNWKHORDQV
7RZQVKLSDQGYLOODJHJRYHUQPHQWV79*VKDYHQRVXFKDXWKRULW\$79*FDQQRWSURWHFWLWV
79(VE\HUHFWLQJWUDGHEDUULHUVWRNHHSRXWFRPSHWLWLRQQDPHO\EHFDXVHWKHPDUNHWZLWKLQD
FRPPXQLW\ LV WRR VPDOO DQG OLPLWHG 79*V KDYH QR DFFHVV WR WKH VWDWH EDQNLQJ V\VWHP
EHFDXVHDOO WRZQVKLSVDQGYLOODJHVDUHKLVWRULFDOO\ LQVWLWXWLRQDOL]HGDVSDUWRI WKH WUDGLWLRQDO
UXUDOVHFWRUZKHUHDVWKHEDQNLQJV\VWHPLVDSDUWRI WKHPRGHUQXUEDQVHFWRU/LNHZLVHDOO
VWDIIPHPEHUV RI VWDWH EDQNV DUH UHJLVWHUHG LQ WKH XUEDQ UHVLGHQF\ UHJLVWUDWLRQ V\VWHP DQG
KDYHQROLQNVZLWKWKHUXUDOVHFWRUH[FHSWWKURXJKEXVLQHVV
$VDFRQVHTXHQFHVWDWHEDQNVKDYHW\SLFDOO\IROORZHGWKHFRPPHUFLDOSULQFLSOHVLQPDNLQJ
ORDQVWR79(V2IWHQWKH\DVN79*VWRDFWDVJXDUDQWRUVRILQYHVWPHQWORDQV,IDWRZQVKLSRU
YLOODJHKDVDSRRU FUHGLW UHSD\PHQW UHFRUG VWDWHEDQNV FDQ UHIXVH WKH ORDQ DSSOLFDWLRQ DQG
DGGLWLRQDOO\ WKH\ FDQZLWKKROG LQWHUHVW SD\PHQWV DQG VRPHRI WKHSULQFLSDO IURP WKH EDQN
DFFRXQWVRIWKHFRPPXQLW\RULWV79(V(DFK79*ZHOOXQGHUVWDQGVWKDWDFRPPXQLW\PD\
EH DEOH WR GHOD\ GHEW UHSD\PHQWV RYHU WKH VKRUWWHUP EXW WKDW LW FDQQRW GHOD\ WKHP
LQGHILQLWHO\0HDQZKLOH D SRRU FUHGLW UHFRUG LPSOLHV WKDW WKH FRPPXQLW\PXVW GHSHQG RQ
VHOIILQDQFLQJ IRU IXWXUH GHYHORSPHQW DQG GHEW VHUYLFLQJ 7KLV LV RIWHQ QRW SRVVLEOH LQ
DJULFXOWXUDOFRPPXQLWLHV IRUZKLFKEDQNFUHGLWV DUHQHHGHG VHDVRQDOO\ IRU WKHSXUFKDVHRI
LWHPVVXFKDVVHHGVFKHPLFDOIHUWLOL]HUVSHVWLFLGHVDQGVRRQ
7KH DERYH IDFWV IRUFH WRZQVKLS DQG YLOODJH FRPPXQLWLHV WR FRQIURQW ZLWK WKH SUHVVXUH RI
PDUNHW FRPSHWLWLRQ DQG KDUG EXGJHW FRQVWUDLQW 7KRXJK VXEVLGL]LQJ DFURVV 79(VZLWKLQ D
FRPPXQLW\LVSRVVLEOH WKHH[WHQWRIVXFKVXEVLGLHVLVYHU\OLPLWHG7KXV LQUHDFWLRQWRWKH
HFRQRPLFDXVWHULW\LQDQGVHYHUDOPLOOLRQ79(VZHUHFORVHGGRZQRUWDNHQRYHU
E\ RWKHU 79(V =RX DQG 6XQ  7DEOH  ,Q FRQWUDVW WKH ORVVHV DPRQJ 62(V VRDUHG
DOWKRXJK RQO\ D VPDOO KDQGIXO DFWXDOO\ ZHQW EDQNUXSW $  ELOOLRQ \XDQ FUHGLW UHOLHI
RSHUDWLRQ ZDV LQLWLDWHG LQ WKH IRXUWK TXDUWHU RI  WR ZULWHRII QRQSHUIRUPLQJ LQWHU
HQWHUSULVHFUHGLWVPDLQO\LQWHU62(FUHGLWV3RUW\DNRY
 ,QLWLDWLYHVDQGVXSSRUWVIRUFRPPXQLW\JRYHUQPHQW
&RUH 79(V DUH W\SLFDOO\ LQLWLDWHG RU GLUHFWO\ HVWDEOLVKHG E\ 79*V0RWLYDWHG E\ UHYHQXH
JHQHUDWLRQHPSOR\PHQWFUHDWLRQDQGDVWURQJGHVLUHE\WKHFRPPXQLW\IRULPSURYLQJOLYLQJ
VWDQGDUGVDQGLQFUHDVLQJZHDOWK79*VKDYHKDGVWURQJHQWKXVLDVP WRGHYHORS79(V7KLV
HQWKXVLDVPKDVEHHQIXUWKHUVWUHQJWKHQHGE\DQLQFUHDVLQJUHVSRQVLELOLW\IRULPSURYHPHQWRI
ORFDO HGXFDWLRQ LQIUDVWUXFWXUH DQG VRFLDOZHOIDUHZKLFK KDYH EHHQ JUDGXDOO\ VKLIWHG IURP
XSSHUOHYHOVRIJRYHUQPHQWWR79*V
7KUHHFULWLFDOFRQWULEXWLRQVE\79*VWR79(VDUHRXWOLQHGE\&KDQJDQG:DQJ–
 )LUVW EHFDXVH 79*V DUH SDUW RI D ODUJH JRYHUQPHQWDO V\VWHP ZLWK EURDG SRZHUV DQG
EHFDXVHRIWKHORQJWUDGLWLRQRIDXWKRULWDULDQJRYHUQPHQWLQ&KLQDWKHIXOOVXSSRUWRI79*
FDQSURYLGHFRPPXQLW\PHPEHUVDQGRWKHU79(VWDNHKROGHUVZLWKDVHQVHRIVHFXULW\ZKLFK
LVQHHGHG WRDFKLHYHORQJWHUPGHYHORSPHQW6HFRQG79*VFDQRIIHUPDQDJHULDO LQSXWV WR
79(VLQVHYHUDOZD\V%HFDXVHWKHPDUNHWLVLQLWV LQIDQF\DQGRUGLQDU\FLWL]HQVZKRKDYH
VXLWDEOHPDUNHWRULHQWHGWDOHQWVDUHDVFDUHUHVRXUFH79*VDUHHVVHQWLDOLQWKHRUJDQL]DWLRQRI
PDMRU HFRQRPLF DQGSROLWLFDO DFWLYLWLHVZLWKLQ WKHLU MXULVGLFWLRQ:LWKRXW DPDUNHW RU RWKHU
VRFLDOPHFKDQLVPV79*VDUHRIWHQWKHRQO\DYDLODEOHORFDOLQVWLWXWLRQVZLWKWKHDXWKRULW\WR
VHWWOHGLVSXWHVZKLFKDULVHLQWKHSURFHVVRIFUHDWLQJ79(V7KLUG79*VFDQSOD\DQHVVHQWLDO
UROHLQJDLQLQJDFFHVVWRRXWVLGHUHVRXUFHVSDUWLFXODUO\EDQNORDQV,QDGGLWLRQWRWKHVHWKUHH
FRQWULEXWLRQV79*VDUHQRWRQO\WKHJXDUDQWRUVRI79(ORDQVEXWDOVRWKHH[HFXWRUVRIWKH
FROOHFWLYHILQDQFLQJDQGGHEWUHSD\PHQWV\VWHP7KLVFROOHFWLYHILQDQFLQJDQGGHEWUHSD\PHQW
V\VWHPUHSUHVHQWVDQRWKHUVXSSRUWIRU79(JURZWK$OOWKHIXQGVUHTXLUHGIRUWKHVWDUWXSRID
QHZ79(FDQEHERUURZHGIURPH[LVWLQJ79(VZLWKWKHKHOSRIWKH79*:RQJHWDO
7KLVV\VWHPDOVRRIIHUV79*VWKHSRZHUWRLQLWLDWHDQGFRRUGLQDWHLQWHUQDOUHRUJDQL]DWLRQVRU
WDNHRYHUVVRWKDWFRPPXQLWLHVFDQDYRLGWKHVRFLDODQGHFRQRPLFFRVWVRIEDQNUXSWF\DQGRI
WDNHRYHUVE\RXWVLGHUV6XQE
 ,QWHJUDWLRQLQWRWKHZRUOGHFRQRP\
*HRJUDSKLFDOO\ 79(V DUHPRVW GHYHORSHG LQ WKH FRDVWDO SURYLQFHV RI*XDQJGRQJ )XMLDQ
=KHMLDQJDQG-LDQJVX7KHVHSURYLQFHVERWKKLVWRULFDOO\DQGWRGD\KDYHFORVHOLQNVZLWKWKH
RYHUVHDV&KLQHVHFDSLWDOV LQ+RQJ.RQJ7DLZDQDQG6RXWKHDVW$VLD79(GHYHORSPHQWLQ
WKHVH SURYLQFHV KDV ILWWHG LQ WKH UHTXLUHPHQW RI LQWHUQDWLRQDO GLYLVLRQ RI ODERXU DQG LQ WKH
FRQVLGHUDEOHFRPSDUDWLYHDGYDQWDJHVRIUXUDO&KLQD
)RU RYHUVHDV &KLQHVH LQYHVWRUV WKH DWWUDFWLRQV RI 79(V LQ WKH FRDVWDO DUHDV PDQLIHVW
WKHPVHOYHVLQ
DD ODUJHQXPEHURIFKHDSDQGZHOOGLVFLSOLQHG&KLQHVH UXUDO ODERXUHUV UHOHDVHG IURP WKH
VXFFHVVIXODJULFXOWXUDOUHIRUPDQGGHYHORSPHQWLQWKHHDUO\V
E YDULRXV SUHIHUHQWLDO WUHDWPHQWV LQ WD[ H[HPSWLRQ FXUUHQF\ FRQYHUVLRQ DQG UHPLVVLRQ RI
SURILWJUDQWHGE\DQRSHQGRRUSROLF\
FIOH[LEOHDQGUHODWLYHO\FRQYHQLHQWDSSURYDOSURFHGXUHVIRUWKHLULQYHVWPHQWSURMHFWVLQWKH
UXUDOVRFLHW\
GSUR[LPLW\WRWKHLUEDVHVDQG
HFXOWXUDOFRQYHQLHQFHDQGWUDGLWLRQDOIDPLO\RUNLQVKLSQHWZRUNV
,WLVDOVRFRQFHLYDEOHWKDWDEDQGFDUHDWWUDFWLYHWRRWKHUIRUHLJQLQYHVWRUV
)RUHLJQ LQYHVWPHQWVKDYHSOD\HGDQ LPSRUWDQW UROH LQ79(GHYHORSPHQW)RUHLJQ LQYHVWRUV
KDYHEURXJKWLQVFDUFHIRUHLJQFDSLWDOUHODWLYHO\DGYDQFHGWHFKQRORJ\DQGPDQDJHPHQWVNLOOV
DQGWKHLUPDUNHWLQJQHWZRUNVDEURDGSURYLGHHDV\DFFHVVWRLQWHUQDWLRQDOPDUNHWV&RPSDUHG
ZLWK GRPHVWLF EX\HUV WKHUH DUH OHVV SUREOHPV RI ZLGHO\ VSUHDG LQWHUHQWHUSULVH GHEWV
EHFDXVHH[SRUWVDOVRJXDUDQWHHSD\PHQWVZKLFKDUHGXHPRVWO\XSRQGHOLYHU\
7KDQNV WR WKH FRPSDWLEOH LQFHQWLYHV DQG FRPSDUDWLYH DGYDQWDJHV 79( DFKLHYHPHQW LQ
H[SRUWVKDVEHHQPRVWLPSUHVVLYHLQFRPSDULVRQZLWK79(SHUIRUPDQFHLQRWKHUDUHDV7DEOH
SUHVHQWV79(H[SRUWJURZWKLQWHUPVRIERWKWRWDOVFDOHDQGUHODWLYHVKDUH,WFDQEHVHHQ
WKDWGXULQJWKHSHULRG–WKH79(V
VKDUHVLQWKHWRWDOQDWLRQDOH[SRUWLQFUHDVHGIURP
 WR  SHU FHQW 7KH 79(V
 WRWDO H[SRUW YDOXH LQFUHDVHG IURP 86 ELOOLRQ WR
86ELOOLRQ7KLVLVHTXLYDOHQWWRDQDQQXDOJURZWKUDWHRISHUFHQWLQWHUPVRI86
GROODUV GHVSLWH WKH GHYDOXDWLRQ RI \XDQ IURP  WR  \XDQ SHU 86 GROODU ,W LV ZRUWK
PHQWLRQLQJ DOVR WKDW WKH79(V
 H[SRUW JURZWK KDV EHHQ ODUJHO\ FRQWULEXWHG E\ 79(VZLWK
GRPLQDQWFRPPXQLW\RZQHUVKLS
7$%/(7+(*52:7+2)79((;3257–
    
79(H[SRUWELOOLRQ86GROODUV
79(VKDUHLQWRWDOH[SRUW
$YHUDJHH[FKDQJHUDWH\XDQ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6RXUFHV (GLWRULDO&RPPLWWHHRI&KLQD
V79(V–66%
DQG3HRSOH¶V’DLO\)HEUXDU\DQG0DUFK
 8QLTXHPDUNHWRSSRUWXQLWLHV
7RDODUJHH[WHQW79(VXFFHVVDOVRGHSHQGVRQWKHXQLTXHRSSRUWXQLWLHVFUHDWHGE\&KLQD
V
PDUNHW OLEHUDOL]DWLRQ†HVSHFLDOO\ WKH UHOD[DWLRQ RI VWDWH PRQRSRO\ RYHU LQGXVWU\ 7KH
SURWHFWHGLQGXVWULDOVHFWRUZDVHIIHFWLYHO\RSHQHGWRQHZHQWUDQWVEHJLQQLQJLQ$ODUJH
QXPEHURI79(VVWDUWHGXSDQGUXVKHGWRWDNHDGYDQWDJHRIVKDULQJWKHPRQRSRO\SURILWVLQ
WKHLQGXVWULDOVHFWRU)RUWKHVHHDUO\HQWUDQWVWKHDYHUDJHUDWHRIQHWSURILWRQFDSLWDOZDV
SHUFHQWDQGWKHWRWDOUDWHRISURILWDQGWD[SHUXQLWRIFDSLWDOZDVSHUFHQW 66%
– 2I FRXUVH FRQWLQXHG 79( HQWU\ JUDGXDOO\ FUHDWHG DQG LQWHQVLILHG FRPSHWLWLRQ
LQGXFLQJPRQRSRO\SURILWV WRGHFUHDVH DQG ILQDOO\ WRYDQLVK+RZHYHU WKHZLQGIDOO SURILWV
HQMR\HGE\HDUO\HQWUDQWV LQWKHODWHVDQGHDUO\VFRQWULEXWHGJUHDWO\ WR WKH79(
WDNHRII
,QWKHHDUO\\HDUVRI79(GHYHORSPHQWWKHUHZHUHPDQ\HPSW\QLFKHVLQWKHFRQVXPHUJRRGV
PDUNHWV SULPDULO\ WKH SURFHVVHG SURGXFWV IRRG FORWKLQJ HWFPDLQO\ RZLQJ WR WKH ORQJ
ODVWLQJ VKRUWDJH LQGXFHG E\ WKH LQHIILFLHQW FRPPDQG HFRQRP\ 1RW VXUSULVLQJO\ 79(V
MXPSHGWRPHHWWKHGHPDQGVRIWKHVHPDUNHWV0RUHRYHUWKHUDSLGHFRQRPLFGHYHORSPHQWLQ
ERWKXUEDQ DQG UXUDO DUHDVKDV FUHDWHG DZKROH VHULHVRIQHZPDUNHWV†DJRRGH[DPSOH LV
EXLOGLQJ FRQVWUXFWLRQ DQG EXLOGLQJ PDWHULDOV SURGXFWLRQ ZLWK 79(V GRPLQDWLQJ WKHVH
LQGXVWULHVVLQFHWKHPLGV1DXJKWRQ–
0HDQZKLOHWKHWZRWUDFNV\VWHPRIPDUNHWDQGSODQQLQJKDVDOVRHDVHGFRQVWUDLQWVSURYLGLQJ
79(VZLWKDFFHVVWRUDZPDWHULDOVDQGPDUNHWVKDUHVRXWVLGHWKHVWDWHSODQ7KH\FDQDIIRUG
KLJKHU LQSXWSULFHVE\ VHWWLQJ XS KLJKHU SULFHV IRU RXWSXWV RU E\ VLPSO\ XVLQJ ORZTXDOLW\
LQSXWWRSURGXFHFKHDSDQGSRRUTXDOLW\JRRGVWRPHHWWKHFRUUHVSRQGLQJGHPDQGV

3HRSOH
V’DLO\)HEUXDU\
 )OH[LELOLW\GXHWRVL]HDQGDFFRXQWLQJV\VWHP
0RVW 79(V DUH VPDOO LQ VL]H DQG HQJDJH LQ ODERXULQWHQVLYH LQGXVWULHV ZLWK ORZ DVVHW
VSHFLILFLW\%\WKHDYHUDJHVL]HRIWRZQVKLSHQWHUSULVHVZDVHPSOR\HHVSHUILUPDQG
WKDWRIYLOODJHHQWHUSULVHVZDVHPSOR\HHVSHUILUP†LQWKHHDUOLHU\HDUVWKHDYHUDJH79(
VL]H FHUWDLQO\ ZDV VPDOOHU 66%  –†PDNLQJ WKHP YHU\ IOH[LEOH WR UHDFW WR
PDUNHWFKDQJHVWRVZLWFKSURGXFWVDQGWRFDWFKQHZPDUNHWRSSRUWXQLWLHV
7KHDFFRXQWLQJV\VWHPLQ79(VKDVEHHQPXFKOHVVVWDQGDUGDQGVWULFWWKDQLQ62(V2QO\
WKHRZQHUVDUHDFFRXQWDEOHIRUWKHERRNNHHSLQJDQGQRWDOORIWKHLQFRPHDQGH[SHQGLWXUH
QHHGJRWKURXJKEDQNV7KXVWKH\FDQXVHVXFKIOH[LEOHILQDQFLDODQGERRNNHHSLQJV\VWHPVWR
WKHLUDGYDQWDJHWRGHYHORSEXVLQHVV79(VW\SLFDOO\SD\WKHKLJKHVWVDODULHVWRWKHLUPDUNHWLQJ
VWDIIZKLFKFDQEHPXFKKLJKHUWKDQDPDQDJHU
VHYHQWHQWLPHVWKDWRIDQDYHUDJHZRUNHU
V
LQFRPH79(VKDYH HQMR\HG WKH IOH[LELOLW\ WR SD\ KLJKHU FRPPLVVLRQV VHQG JLIWV RU HYHQ
RIIHUEULEHVWRJRYHUQPHQWRU62(RIILFLDOVVRDVWRJHWORZSULFHLQSXWVRUPDWHULDOVLQVKRUW
VXSSO\DQGWRH[SDQGPDUNHWVKDUHVRIWKHLUSURGXFWV
,QFRQWUDVWWKHVHFRQYHQLHQFHVKDYHUDUHO\EHHQSRVVLEOHIRU62(V7KHDFFRXQWLQJV\VWHPV
RI 62(V KDYH EHHQ PXFK PRUH VWDQGDUGL]HG DQG FRQWUROOHG E\ D QDWLRQDOO\ XQLIRUPHG
DFFRXQWLQJ LQVSHFWLRQ V\VWHP ZLWK FDUHIXO VXSHUYLVLRQ RI LWHPV VXFK DV ZDJHV DQG WUDYHO
H[SHQVHV
 6XSSRUWIURP62(V
7KHJURZWKRI79(VLQSHULXUEDQDUHDVKDVEHHQIDFLOLWDWHGE\GLUHFWFRRSHUDWLRQEHWZHHQ
XUEDQ62(VDQGUXUDO79(VPDLQO\LQWKHIRUPRIVXEFRQWUDFWLQJ,QWKHVXEXUEDQDUHDVRI
%HLMLQJ7LDQMLQDQG6KDQJKDLDQHVWLPDWHG–SHUFHQWRI79(RXWSXWZDVSURGXFHGE\
ILUPV VXEFRQWUDFWLQJ ZLWK ODUJH XUEDQ 62(V LQ WKH HDUO\ V (GLWRULDO &RPPLWWHH RI
&KLQHVH,QGXVWU\,QWKH-LDQJVXDQG=KHMLDQJSURYLQFHVZKHUH79(VKDYHEHHQ
GRPLQDWLQJWKHORFDOHFRQRPLHVWKHSURSRUWLRQVZHUHRQO\VOLJKWO\ORZHULQWKHPLGV
/LQNDJHVZLWK6KDQJKDL62(V LQ WKHVH WZRSURYLQFHV KDYH SOD\HG D GHFLVLYH UROH LQ WKHLU
79(GHYHORSPHQW7DR
:K\DUHXUEDQ62(VPRWLYDWHGWRFRRSHUDWHFORVHO\ZLWK79(V"1DXJKWRQ–
JLYHVWKUHHSODXVLEOHUHDVRQVQDPHO\GLYHUVLILHGVXSSO\FKHDSODERXUDQGODQGXVHDQGWKH
IOH[LELOLW\WRHVFDSHVRPHULJLGFRQWUROVRIWKHVWDWHVHFWRU
,9 2:1(56+,3$1’*29(51$1&(6758&785(62)62(6$1’
79(6
,WKDVEHFRPHSRSXODU WRYLHZRZQHUVKLSDVD 
EXQGOHRI ULJKWV
DQG WKHILUPDVDQH[XVRI
FRQWUDFWVDPRQJYDULRXVRZQHUVRIGLIIHUHQWSURGXFWLRQIDFWRUV$OFKLDQDQG’HPVHW]
2ZQHUVKLS VWUXFWXUH LQYROYHVPDQ\ GLPHQVLRQV DPRQJ ZKLFK WKHPRVW LPSRUWDQW DUH WKH
DOORFDWLRQVRI UHVLGXDOFRQWURO ULJKWVDQG ULJKWV WR UHVLGXDOEHQHILWV$QRZQHUVKLS VWUXFWXUH
WKDWLVFRQVLVWHQWZLWKWKHREMHFWLYHRIILUPYDOXHPD[LPL]DWLRQPD\UHTXLUHWKDWWKHUHVLGXDO
FODLPDQWV ZKR FRQWUDFW IRU WKH UHVLGXDO EHQHILWV EHDU WKH UHVLGXDO ULVNV WKH 
ULVN RI WKH
GLIIHUHQFHEHWZHHQVWRFKDVWLFLQIORZVRIUHVRXUFHVDQGSURPLVHGSD\PHQWVWRDJHQWV
)DPD
DQG-HQVHQ
7KHJRYHUQDQFHVWUXFWXUHRIDILUPUHIHUV WR 
WKHZD\VLQZKLFKVXSSOLHUVRI ILQDQFHWR>WKH
ILUP@DVVXUHWKHPVHOYHVRIJHWWLQJDUHWXUQRQWKHLULQYHVWPHQW
6KOHLIHUDQG9LVKQ\
7KH JRYHUQDQFH VWUXFWXUH RI WKH 62(V LV ZHDN EHFDXVH WKH VWDWH LQ WKH UROH RI ILQDQFLQJ
62(VKDVQRDVVXUDQFHWRJHWDGHTXDWHUHWXUQVRQWKHLQYHVWPHQWV7KHJRYHUQDQFHVWUXFWXUH
RIWKH79(VLVEHWWHUGHILQHGDQGDSSHDUVWREHPXFKPRUHHIIHFWLYH7KHPDLQVXSSOLHUVRI
ILQDQFHWRWKH79(VDUHWKHWRZQVKLSRUYLOODJHKRXVHKROGVDQGRXWVLGHFUHGLWRUV$FWLQJRQ
WKHLU VHOILQWHUHVWV WKHVH ILQDQFH VXSSOLHUV KDYH DOO WKH LQFHQWLYHV WR PDNH VXUH WKDW WKHLU
LQYHVWPHQWVZLOOQRWEHDSSURSULDWHG$OWHUQDWLYHO\ZLWKRXWDQDGHTXDWHJRYHUQDQFHVWUXFWXUH
D79(ZRXOGILQGLWYHU\KDUGWRJHWDQ\SURMHFWILQDQFHGE\RXWVLGHFUHGLWRUV
6HSDUDWLRQ RI RZQHUVKLS DQG FRQWURO RU LQ PRUH LQWXLWLYH WHUPLQRORJ\ RI ILQDQFH DQG
PDQDJHPHQW LV OLNHO\ WR OHDG WRDJHQF\SUREOHPV7KLV UHIHUV WR VHOILQWHUHVWHGPDQDJHULDO
EHKDYLRXUWKDWLPSRVHVDJHQF\FRVWVRQWKHILUPRURQWKHDEVHQWHHRZQHUV¶ZHOIDUH2SWLPDO
LQFHQWLYH FRQWUDFWLQJ PD\ DPHOLRUDWH VRPH RI WKHVH FRVWV EXW RZLQJ WR LQIRUPDWLRQDO
DV\PPHWULHVPRQLWRULQJFRVWVRURWKHUPDUNHWLPSHUIHFWLRQVDJHQF\SUREOHPVDUHLQPRVW
FDVHVLQKHUHQWLQWKHVHSDUDWLRQRIRZQHUVKLSDQGPDQDJHPHQW
$VZLWK&KLQD¶V62(V WKHDJHQF\SUREOHPVDUHIXUWKHUDJJUDYDWHGE\ WKHFRQIOLFWLQJUROHV
DVVLJQHGWRWKHPDQDJHUVDQGWRWKHVXSHUYLVLQJERGLHVDQGE\WKHIDFWWKDW62(V¶DVVHWVDUH
DNLQ WR SXEOLF JRRGV WKDW VXIIHU IURP IUHHULGLQJ SUREOHPV -HIIHUVRQ 2Q WKH RWKHU
KDQG WKH 79(V DUH PXFK OHVV DIIHFWHG E\ WKHVH SUREOHPV 7KH 79* XVXDOO\ KDV FORVH
UHODWLRQVKLSVZLWKWKHPDQDJHUVRIWKH79(V0RQLWRULQJFRVWVDUHORZHUDQGWKDQNVWRWKHLU
FORVH UHODWLRQVKLSV LQIRUPDWLRQFDQEH VKDUHGE\ WKHPHPEHU ILUPVZLWKLQ WKH FRPPXQLW\
)XUWKHUPRUH LQFHQWLYHV FDQ EH DOLJQHG PRUH HDVLO\ EHFDXVH RI PHPEHU ILUPV¶ FRPPRQ
LQWHUHVWVDQGWKHIDFWWKH79(VVKDUHILQDQFLDOULVNVXQGHUWKHXPEUHOODRIWKH79*=RXDQG
6XQ+RZHYHUDORQJZLWKWKHH[SDQVLRQRIWKH79(VDVWKH\EHFRPHPRUHVXFFHVVIXO
WKH WUDGLWLRQDO FORVH WLHV DPRQJ WKH FRPPXQLW\PHPEHU ILUPVPD\ EH ORRVHQHG 3RZHUIXO
79(VPD\HYHQWXDOO\IUHHWKHPVHOYHVIURPWKHFRQWURORIWKH79*DQGQHZFRQIOLFWVDPRQJ
WKH79(VRUEHWZHHQ79(VDQGWKH79*FRXOGHPHUJH†ZLWKWKHOLNHOLKRRGRIPRUHVHULRXV
DJHQF\SUREOHPVDVZHOO
 3UREOHPVLQKHUHQWLQ62(RZQHUVKLSDQGJRYHUQDQFHVWUXFWXUHVDQGFKRLFHVIRU
62(UHIRUP
$Q62( LVE\ OHJDOGHILQLWLRQ RZQHGE\ WKH&KLQHVHSHRSOH%HLQJRZQHGE\ELOOLRQ
SHRSOHLQHYLWDEO\PHDQVQRERG\GLUHFWO\RZQVWKHILUP$VDQDO\]HGLQ-HIIHUVRQWKLV
ZLGHO\GLVSHUVHG DQGDPELJXRXVRZQHUVKLS VWUXFWXUH LQGXFHV WKH H[FOXGDELOLW\ SUREOHP ,Q
GLIIHUHQW SHULRGV DQG IROORZLQJ WKH SROLF\ VKLIWV 62(V KDYH EHHQ VXEMHFW WR RSSRUWXQLVWLF
EHKDYLRXUVDQGDSSURSULDWLRQVE\WKRVHZKRKDYHGLUHFWFRQWURORIRULQIOXHQFHRQWKHILUPV¶
DVVHWV7KHVHDSSURSULDWLRQVPD\LQFOXGHHJDVVHWVWULSSLQJE\PDQDJHUVDQGRWKHULQVLGHUV
VKLUNLQJE\ZRUNHUVSUHGDWRU\WD[HVIHHVDQGEULEHVOHYLHGE\JRYHUQPHQWRIILFLDOVDQGQRQ
SHFXQLDU\ EHQHILWV IRU HPSOR\HHV DQG WKHLU UHODWLYHV LQ WKH IRUPV RI KRXVLQJ DQG VRFLDO
VHUYLFHV
:KLOHWKHELOOLRQSHRSOHKDYHQRZD\WRH[HUFLVHGLUHFWFRQWURORYHU62(VWKHUHDOFRQWURO
ULJKWVDUHGHOHJDWHGE\ WKHFHQWUDOJRYHUQPHQW WRPLQLVWULHV ORFDO JRYHUQPHQWV DWGLIIHUHQW
OHYHOVDQGWKHLULQGXVWULDOEXUHDX[,QRUGHUWROLPLWWKHRSSRUWXQLW\EHKDYLRXUVRIPDQDJHUV
DQGRIILFLDOVDWORZHUOHYHOVWKHJRYHUQPHQWVDWKLJKHUOHYHOVKDYHVXIILFLHQWUHDVRQVWRNHHS
WLJKWFRQWURORYHU62(RSHUDWLRQ7KXVJRYHUQPHQWLQWHUYHQWLRQVEHFRPHLQHYLWDEOH2QWKH
RWKHUKDQGWKHVWDWHKDVWREHDU WKHORVVHVPDGHE\62(VLQUHWXUQDVVXPLQJDQXQOLPLWHG
OLDELOLW\IRU62(V7KHDV\PPHWU\EHWZHHQORZHUMXULVGLFWLRQVWKDWDUHLQWHUHVWHGLQH[WUDFWLQJ
YDOXHIURPWKH62(SRRODQGKLJKHUMXULVGLFWLRQVWKDWUHSOHQLVKYDOXH WKURXJKHLWKHUGLUHFW
VXEVLGLHV RU WKH VWDWH EDQN V\VWHP FUHDWHV D VHULRXVPRUDOKD]DUG SUREOHP IRU RSSRUWXQLVW
ORFDORIILFLDOV,WKDVLQGXFHGDQDFFXPXODWLRQRIEDGORDQVDQGQRQSHUIRUPDQFHGHEWVZLWKLQ
WKH 62( VHFWRU WKDW UHQGHUV WKH ILQDQFLDO V\VWHP YXOQHUDEOH WR H[WHUQDO VKRFNV DQG FULVHV
-HIIHUVRQ
+RZ VKRXOG&KLQD UHIRUP WKH RZQHUVKLS DQG JRYHUQDQFH VWUXFWXUHV RI 62(V"’LYHUVLILHG
DOWHUQDWLYHV KDYH EHHQ SURSRVHG E\ VFKRODUV DQG H[SHULPHQWHG LQ &KLQD†ZKLFK LQFOXGH
VHOOLQJOHDVLQJDQGPDQDJHPHQWDQGHPSOR\HHEX\RXW0(%2RIVPDOODQGVRPHPHGLXP
62(V62(HTXLWL]DWLRQWKURXJKHTXLW\MRLQWYHQWXUHZLWKIRUHLJQHUVDQGUHVWUXFWXULQJ62(V
LQWRVKDUHKROGLQJFRPSDQLHV,WLVZLGHO\DFNQRZOHGJHGWKDW&KLQD¶VHQWHUSULVHUHIRUPLVD
SURJUHVVLYHSURFHVVRIUHDVVLJQLQJSURSHUW\ULJKWVUHGXFLQJWUDQVDFWLRQFRVWVDQGH[FKDQJLQJ
WKHVHULJKWVDPRQJRIILFLDOVPDQDJHUVZLWKLQWKHILUPDQGRXWVLGHHQWUHSUHQHXUVDQGILUPVLQ
VHDUFK RI VDOHVPHUJHUV DQG DFTXLVLWLRQV 6XQ E  *X  -HIIHUVRQ HW DO
7KRXJK62(SURSHUW\ULJKWVDUHQRWYHU\ZHOOGHILQHGWKHHQWHULQJRI62(VLQWRDQ
HFRQRP\ZKHUHPDUNHWPHGLDWHGH[FKDQJHVRISURSHUW\ ULJKWVDUHSRVVLEOHGRHVGHILQH WKH
RSSRUWXQLW\ FRVW RI VWDWH RZQHUVKLS -HIIHUVRQ  7KH LQFUHDVLQJ RSSRUWXQLW\ FRVWV RI
62(VKDYHPRWLYDWHGDQGZLOOIXUWKHUVWLPXODWH62(UHIRUPLQ&KLQD
 5HODWLYHDGYDQWDJHVRI79(RZQHUVKLSDQGJRYHUQDQFHVWUXFWXUH
79(VDUHXQGHUWKHGLUHFWMXULVGLFWLRQRIWKHLU79*V7KHJRYHUQPHQWHQWHUSULVHUHODWLRQVKLS
LV PXFK VLPSOHU DQG PRUH GLUHFW WKDQ WKDW RI 62(V ,Q WHUPV RI WKH RZQHUPDQDJHPHQW
UHODWLRQVKLSFRPPXQLW\PHPEHUVDVRZQHUVGRKDYHLQFHQWLYHVWRPRQLWRUWKH79*RIILFLDOV
DQG 79(PDQDJHPHQW WKRXJK WKH UHDO HIIHFWLYHQHVV YDULHV DFURVV GLIIHUHQW FRPPXQLWLHV
%HFDXVHFRPPXQLW\PHPEHUVDVRZQHUVSRVVHVVWKHULJKWWRGHULYHERWKVKRUWUXQDQGORQJ
UXQUHVLGXDOEHQHILWV IURPWKH79(V
RSHUDWLRQZKHQQHFHVVDU\ WKH\DUHZLOOLQJ WRJLYHXS
VKRUWUXQEHQHILWVVXFKDVGLYLGHQGVLQH[FKDQJHIRUORQJUXQPRUHSURILWDEOHEHQHILWV+HUH
WKHWHUP
EHQHILWV
FDQEHEURDGO\GHILQHGDVLQFOXGLQJMRERSSRUWXQLWLHVDQGVHFXULW\SHQVLRQ
IXQGV DQG FRPPXQDO ZHOIDUH SURJUDPPHV LQ KRXVLQJ KHDOWK FDUH LUULJDWLRQ URDG
FRQVWUXFWLRQDQGRWKHULQIUDVWUXFWXUH&KDQJDQG:DQJ6XQE
$OWKRXJK WKH UHVLGXDO FRQWURO ULJKWV H[HUFLVHG E\ 79*V PD\ LPSO\ D FHUWDLQ ULVN RI
EXUHDXFUDWL]DWLRQ WKHFRQWUROE\ WKHJRYHUQPHQWRYHU LPSOHPHQWDWLRQ DQGFRRUGLQDWLRQRI
LQWHUQDOUHRUJDQL]DWLRQRURYHUWKHWDNHRYHUSURFHVVGRHVVLGHVWHSWKHVRFLDODQGHFRQRPLF
FRVWVRI EDQNUXSWF\ WKURXJK FRXUW DFWLRQ RU RI WDNHRYHU E\ RXWVLGHUV 7KLV FRQWURO LV TXLWH
VLPLODUWRWKDWH[HUFLVHGE\WKHPDLQEDQNLQD-DSDQHVH.HLUHWVX
%HFDXVH WKH UHVLGXDO FRQWURO ULJKWV RI 79(V ZLWKLQ D FRPPXQLW\ LV KHOG E\ 79*V WKH
FRPPXQLW\ EHFRPHV D GH IDFWR FRUSRUDWLRQ RU 
PLQL FRQJORPHUDWH
 IDFLQJ D KDUG EXGJHW
FRQVWUDLQW 6HFWLRQ  8QGHU WKH SUHVVXUH RI LQWHQVH FRPSHWLWLRQ WKLV DUUDQJHPHQW FDQ
IDFLOLWDWH D FRQVHQVXV DPRQJ FRPPXQLW\PHPEHUV 79*RIILFLDOV DQG 79(PDQDJHUV DQG
ZRUNHUV WR PD[LPL]H SURILWV HYHQ E\ VDFULILFLQJ DOO RU SDUW RI ZDJH LQFRPH 0RUHRYHU
EHFDXVHDFRPPXQLW\LVGLYHUVLILHGLQDQHFRQRPLFVHQVHLWFDQGLYHUVLI\WKHEXVLQHVVULVN$
WRZQVKLS RU YLOODJH FDQ UDWKHU HDVLO\ FUHDWH VHYHUDO VPDOOVFDOH 79(V LQ PDQXIDFWXULQJ
DJULFXOWXUH FRPPHUFH FRQVWUXFWLRQ DQG WUDQVSRUWDWLRQ DQG WKHQ H[SDQG WKH VL]H RI WKHVH
79(V=RXDQG6XQ
$FRPPXQLW\FDQEHVHHQDVDVPDOOVRFLHW\LQZKLFKWKHFLWL]HQVRZQHUVFDQYRWHE\DVKRZ
RI KDQGV LQ VHPLFRPSHWLWLYH HOHFWLRQV IRU FRPPXQLW\ RIILFLDOV ,Q ZHDOWKLHU YLOODJHV DQG
YLOODJHV WKDW HQMR\ D ODUJH79( HFRQRP\ WKLV LV SDUWLFXODUO\ WUXH 2¶%ULHQ   
+RZHOO7KHYLOODJHUVPD\DOVRGLUHFWO\SDUWLFLSDWHLQGLVFXVVLRQVZLWKFRPPXQLW\
OHDGHUV7KHVHDYHQXHVFRQWULEXWHWRWKHUHVROXWLRQRI WKHDJHQF\SUREOHPVDQGKHOSUHGXFH
FRVWVRIRUJDQL]DWLRQ
$FRPPXQLW\FDQDOVREHVHHQDVDFRUSRUDWLRQJRYHUQHGE\HJDV\VWHPRIUHVSRQVLELOLW\
FRQWUDFWV RU VXEFRQWUDFWV 6XFK D V\VWHP FDQ EH DUUDQJHG EHWZHHQ WKH FRPPXQLW\
UHSUHVHQWDWLYHDVVHPEOLHVDQGWKHFRPPXQLW\JRYHUQPHQWEHWZHHQWKHJRYHUQPHQWDQGWKH
79(VDQGZLWKLQWKH79(V7KHVHFRQWUDFWVDQGVXEFRQWUDFWVKDYHIDFLOLWDWHGWKHVROXWLRQRI
PRQLWRULQJSUREOHPVZLWKLQ WKH FRPPXQLW\ DQGZLWKLQ WKH79(V /LQ :RQJHWDO

)RU WKH ODUJHVFDOH 79(V UHTXLULQJ DFFHVV WR GRPHVWLF DQG LQWHUQDWLRQDO FDSLWDOPDUNHWV D
IXUWKHUFODULILFDWLRQRISURSHUW\ULJKWVLVQHFHVVDU\+RZHYHUWKLVGRHVQRWPHDQWKDWWKHRQO\
DOWHUQDWLYH LV WKH GLVWULEXWLRQ RI VKDUHV DPRQJ LQGLYLGXDOV 7KH FRPPXQLW\ DV D FROOHFWLYH
HTXLW\ KROGHU DQG WKH 79* DV WKH H[HFXWLYH HTXLW\ KROGHU PD\ VWLOO SRVVHVV FRPSDUDWLYH
DGYDQWDJHV(YHQLIHDFKFLWL]HQEHFRPHVDVKDUHKROGHULWPD\VWLOOEHPRUHHIILFLHQW LIWKH
79*FDQDFWDVWKHUHSUHVHQWDWLYHRIORFDOVKDUHKROGHUVLQWKHH[HUFLVHRIWKHLUUHVLGXDOFRQWURO
ULJKWV RYHU WKH 79(V 9HUPHHU  ,Q WKLV FRQQHFWLRQ WKH GHPRFUDWL]DWLRQ UHFHQWO\
H[HUFLVHGLQ&KLQD¶VYLOODJHVLVRIGHFLVLYHLPSRUWDQFHIRUIXWXUH79(GHYHORSPHQW
 ’LVDGYDQWDJHVLQKHUHQWLQ79(SURSHUW\ULJKWVDUUDQJHPHQW
7KH VR FDOOHG 
PHFKDQLVPGHJHQHUDWLRQ
 RI79(VKDV EHHQZLGHO\ UHSRUWHG VLQFH WKH HDUO\
VVHHHJ0LQLVWU\RI$JULFXOWXUH0DQ\DVSHFWVRIPHFKDQLVPGHJHQHUDWLRQFDQ
EH OLQNHG WR WKH SUREOHPV LQKHUHQW LQ 79( RZQHUVKLS DQG JRYHUQDQFH VWUXFWXUHV $PRQJ
WKHPWZRDUHRIWHQSRLQWHGRXW

6HHDOVR7KH(FRQRPLVW1RYHPEHU–
)LUVW79*VDUHQRWSXUHO\HFRQRPLFDFWRUV$V79(VPDWXUHWKHREMHFWLYHVRI79*RIILFLDOV
DUH FRPLQJ LQFUHDVLQJO\ LQWR FRQIOLFWZLWK WKRVHRI79(PDQDJHUV DOWKRXJK LQLWLDOO\ WKHVH
WZRVHWVRIREMHFWLYHVZHUHTXLWHVLPLODU5HQHWDO:DQJ6KLDQG<RX
79*VKDYHDVVLJQHGSULRULW\ WRUDLVLQJHPSOR\PHQW ORFDOSURVSHULW\DQGILQDQFLDO UHYHQXH
7KLVFRXOGKLQGHUWKHVWDEOHORQJWHUPGHYHORSPHQWRI79(V7KHSRZHUIXOFRQWUROULJKWVRI
79*VFRXOGWKXVOHDGWRXQIDYRXUDEOHLQWHUIHUHQFHLQWR79(PDQDJHPHQW79*VDOVRVHHP
WREHVKLIWLQJWKHUHVSRQVLELOLW\IRUWKHRYHUDOOGHYHORSPHQWRIUXUDOFRPPXQLWLHVRQWR79(V
$VDUHVXOWPDQ\79(VDUHQRZDOVRH[SHULHQFLQJUHGXQGDQWHPSOR\PHQWDQGLQFUHDVLQJO\
KHDY\VRFLDOEXUGHQV,QWKLVWKH\DUHEHFRPLQJTXLWHVLPLODUWR62(VLQPDQ\ZD\V%\UG
DQG/LQDQG6KLDQG<RX;XDQG=KDQJ
6HFRQG EXUHDXFUDWL]DWLRQ DQG FRUUXSWLRQ DPRQJ 79* RIILFLDOV DQG 79( PDQDJHUV DUH
JURZLQJ ,Q WKRVH WRZQVKLSV DQG YLOODJHV ZKHUH WKH GHYHORSPHQW RI JUDVVURRWV
GHPRFUDWL]DWLRQ KDV ODJJHG EHKLQG WKH SUREOHP RI ZKR PRQLWRUV WKH PRQLWRUV EHFRPHV
LQFUHDVLQJO\ VHULRXV 7KLV LV EHFDXVH WKHUH LV D GHDUWK RI HIIHFWLYH FKHFNLQJ DQG UHVWUDLQW
GHYLFHV WR FXUE FRUUXSWLYH EHKDYLRXU RI WKRVH LQFUHDVLQJO\ SRZHUIXO 79* RIILFLDOV )RU
H[DPSOHPDQ\79(VDUHEHFRPLQJ 
SXUVHV
 RI WKHLU79*V UHTXLUHG WRSD\ IRU DOO VRUWVRI
H[SHQVHVIRU79*RIILFLDOV$QGPDQ\79(PDQDJHUVDUHVWULSSLQJ79(DVVHWVIRUWKHLURZQ
LQWHUHVWV6KLDQG<RX
$OWKRXJKWKHUHKDYHEHHQVXSHUYLVLRQVIURPFRXQW\JRYHUQPHQWVDVKLJKOLJKWHGLQ&KHDQG
4LDQ  WKLV NLQG RI PRQLWRULQJ PD\ EH OLPLWHG GXH WR WKH SUREOHP RI LQIRUPDWLRQ
DV\PPHWU\7KHUHVWUDLQWV IURPFRXQW\JRYHUQPHQWVDUHPDLQO\EDVHGRQGLVFLSOLQHVRI WKH
&RPPXQLVW3DUW\7KLVPD\QRWPDNHVHQVHIRUPRVWRIILFLDOVDWJUDVVURRWVOHYHOEHFDXVHWKH
SUREDELOLW\IRUWKHPWRJHWSURPRWLRQLQWRDIRUPDOEXUHDXFUDWLVWHQXRXV,QGHHGFRPSDUHG
ZLWK WKH HFRQRPLF DQG VRFLDO UHQWV WKH\ HQMR\ IURP WKH79(V WKH FDUHHU RI EHLQJ D ORZ
UDQNLQJ EXUHDXFUDW LV QRW WKDW DWWUDFWLYH ,Q DGGLWLRQ WKLVPRQLWRULQJ LV ERXQG WR EH ZHDN
EHFDXVHRIWKHFRPPXQLFDWLRQGLIILFXOW\LQUXUDODUHDVDQGWKHUHEHLQJXVXDOO\DODUJHQXPEHU
RI79(VDQG79*VLQDFRXQW\
7KHH[LVWHQFHRIWKHVHSUREOHPVFDOOVIRUIXUWKHUUHIRUPVRI79(RZQHUVKLSDQGJRYHUQDQFH
VWUXFWXUHVDQGIRUJUDVVURRWVGHPRFUDWL]DWLRQ6XQE
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$QRWKHU LPSRUWDQW UHDVRQ IRU WKH GLIIHUHQW SHUIRUPDQFH RI 62(V DQG 79(V OLHV LQ WKH
GLIIHUHQWSHUVRQQHODQGHPSOR\PHQWV\VWHPVZKLFKDVVLJQ WKHUROHVRIPDQDJHUVDQGVKDSH
WKHEDVLFODERXUPDQDJHPHQWUHODWLRQVLQ62(VDQG79(V*HQHUDOO\VSHDNLQJXQOLNHLQWKH
79(VHFWRU WKHUH LVQRVLJQLILFDQW ODERXUPDUNHW IRUERWK62(PDQDJHUVDQGZRUNHUV$Q
62(PDQDJHU LV QRW MXVW DQ HQWUHSUHQHXU EXW DOVR D EXUHDXFUDW DQG WKH FKLHI RI WKH 62(
FRPPXQLW\+HVKH KDV WR FRSHZLWK DQG FRRUGLQDWH FRQIOLFWLQJ LQWHUHVWV DPRQJ GLIIHUHQW
VWDNHKROGHUVLQVLGHDQGRXWVLGHWKH62(DQGZLWKLQWKHFRPPXQLW\62(HPSOR\HHVDVWKH
LQVLGH VWDNHKROGHUV RI WKHLU 62( KDYH HQMR\HG D VSHFLDO VHW RI VRFLDO SULYLOHJHV DUHPRUH
LQIOXHQWLDOLQFHUWDLQDUHDVDQGDUHPRUHGLIILFXOWWRPDQDJHWKDQWKHLUFRXQWHUSDUWVLQ79(V
 8UEDQYHUVXVUXUDOVRFLDOVWDWXV
&KLQDKDVSUDFWLFHGDYHU\VWULFWSHUVRQQHOFRQWUROV\VWHP3HRSOHDUHGLYLGHGLQWRGLIIHUHQW
VRFLDOVWDWXVHVDPRQJZKLFKWKHPRVWVLJQLILFDQWGLIIHUHQWLDWLRQLVEHWZHHQXUEDQDQGUXUDO
RQHV(DFK&KLQHVHFLWL]HQ LV UHJLVWHUHGHLWKHUDVXUEDQRU UXUDO UHVLGHQWXQGHUDKRXVHKROG
UHVLGHQFH UHJLVWUDWLRQ V\VWHP 7KH UHJLVWUDWLRQ VWDWXV GHSHQGV RQ RQH¶V PRWKHU¶V VWDWXV DW
ELUWK7KLVVWDWXVFDQRQO\EHFKDQJHGGXHWRSURPRWLRQWRDFHUWDLQOHYHOLQPLOLWDU\VHUYLFH
XQLYHUVLW\HQUROPHQWPDUULDJHRUUHSHDWHGIRUPDODSSOLFDWLRQIRUDFKDQJHRIVWDWXVZKLFK
FDQ DQG RIWHQ GRHV WDNH \HDUV $V XUEDQ FLWL]HQV WKHLU IRRG VXSSO\ LV VXEVLGL]HG DQG
HPSOR\PHQWLVJXDUDQWHHGE\WKHVWDWH)XUWKHUPRUHZKHWKHUDFLWL]HQLVHPSOR\HGLQD62(
RULQDQXUEDQFROOHFWLYHO\RZQHGHQWHUSULVH&2(ZLOOIXUWKHUGHWHUPLQHWKHGLIIHUHQWOHYHOV
RIKLVRUKHUHPSOR\HHEHQHILWV2QO\DUHXUEDQFLWL]HQVHQWLWOHGWRZRUNLQ62(VDQGWRWKH
DVVRFLDWHGZHOIDUHEHQHILWVVXFKDVVXEVLGL]HGORZUHQWKRXVHVOLIHWLPHHPSOR\PHQWKHDOWK
FDUH UHWLUHPHQW SHQVLRQ FKLOGUHQ
V VFKRROLQJ DQG HPSOR\PHQW DQG VR RQ 7KLV V\VWHPDWLF
DUUDQJHPHQWLVZK\&KLQHVHSHDVDQWVRIWHQVD\WKDW WKHVRFLDOLVPKDVEHHQUHDOL]HGRQO\ LQ
XUEDQ&KLQDDQGLQWKHVWDWHVHFWRU7KLVDUUDQJHPHQWHVWDEOLVKHVDVSHFLILFLQFHQWLYHVWUXFWXUH
IRUXUEDQ&KLQHVHDQG62(HPSOR\HHVDOORZLQJWKHPWRHQMR\EHQHILWVDQGFRVWVSDFNDJHV
ZKLFKGLIIHUIURPWKRVHRIWKHUXUDO&KLQHVH
$ SRVLWLYH H[WHUQDOLW\ RI WKLV DUUDQJHPHQW WKRXJK LV WKDW E\ UHVWULFWLQJ WKH HPSOR\PHQW
RSSRUWXQLW\RIUXUDOFLWL]HQVLQFLWLHVWKLVV\VWHPKHOSVFUHDWHDPRUHFRPSHWLWLYHUXUDOODERXU
PDUNHWIRU79(V
 3HUVRQQHOHPSOR\PHQWV\VWHPVLQWKH62(VHFWRU
)RUERWK62(PDQDJHUV DQGZRUNHUV WKHUHKDVEHHQQR SUHVVXUH RU WKUHDW IURP WKH ODERXU
PDUNHW XQWLO VLJQLILFDQW OD\RIIV WRRN SODFH LQ  7KH ORQJODVWLQJ UHIRUP RYHU WKH
OLIHWLPHHPSOR\PHQWV\VWHPKDVKDGDOLPLWHGHIIHFW7KHV\VWHPRIFRQWUDFWHPSOR\PHQWZDV
DGRSWHGLQEXWLVRQO\DSSOLFDEOHWRWKHQHZO\UHFUXLWHGZRUNHUV%HIRUHDOPRVW
SHUFHQWRIWKHHPSOR\HHVLQWKHVWDWHVHFWRUKDGSHUPDQHQWMREWHQXUH8QWLORQO\
SHUFHQWRI62(HPSOR\HHVZHUHRQHPSOR\PHQWFRQWUDFWV66%,WLVDOVRZLGHO\

%\WKHHQGRIWKHUHZHUHDERXWPLOOLRQ62(OD\RIIVLQXUEDQ&KLQD66%E
7KHZRUNHUVFRQWLQXHGWREHLGHQWLILHGDV62(HPSOR\HHVUDWKHUWKDQXQHPSOR\HG7KHLUFDVK
VDODULHVDUHUHGXFHGE\DODUJHPDUJLQEXWRWKHUQRQSHFXQLDU\EHQHILWVEDVLFDOO\UHPDLQ,Q
DGGLWLRQJRYHUQPHQWVDWGLIIHUHQW OHYHOVKDYHSURPLVHGDQGFRQGXFWHGSURJUDPPHV WRKHOS
WKHPILQGQHZ MREV%HFDXVH WKH\KDYHPDLQWDLQHG†DQGH[SHFW WR FRQWLQXH WRPDLQWDLQ†
WKHLUIDYRXUDEOHXUEDQSOXV62(VRFLDOVWDWXVWKH\XVXDOO\UHVLVWMRLQLQJ79(VRUHQWHULQJWKH
KXJHHPHUJLQJXUEDQODERXUPDUNHWWKDWKDVDWWUDFWHGWHQVRIPLOOLRQVRIUXUDOODERXUHUVVLQFH
WKHODWHV
UHSRUWHG WKDW WKHUH KDV EHHQ OLWWOH UHDO GLIIHUHQFH EHWZHHQ SHUPDQHQW HPSOR\HHV DQG WKH
FRQWUDFWHG RQHV EHIRUH  2QH PD\ DUJXH WKDW WKH OLIHWLPH HPSOR\PHQW PD\ QRW
QHFHVVDULO\ UHVXOW LQ ORZHU HIILFLHQF\ ZLWK UHIHUHQFH WR WKH HYLGHQFH IURP -DSDQ EXW WKH
GLIIHUHQFHLVWKDW-DSDQHVHILUPVDUHFRQVWDQWO\IDFLQJSUHVVXUHIURPPDUNHWFRPSHWLWLRQDQG
WKH WKUHDW RI WDNHRYHU DQG EDQNUXSWF\ ZKHUHDV &KLQHVH 62(V FDQ GHSHQG RQ WKH XOWLPDWH
SURWHFWRUWKHVWDWHIRUVROYLQJWKHLUWURXEOHV
0DQDJHULDO DSSRLQWPHQWV LQ WKH 62( VHFWRU KDYH EHHQ WLJKWO\ FRQWUROOHG E\ WKH 3DUW\
FRPPLWWHHV DW GLIIHUHQW OHYHOV $OWKRXJK DQ LQFUHDVLQJ QXPEHU RI WHFKQLFLDQV KDYH EHHQ
DSSRLQWHGDV62(PDQDJHUVLQUHFHQW\HDUVSROLWLFDOFRQVLGHUDWLRQLVVWLOODQLPSRUWDQWIDFWRU
LQSURPRWLRQDQGWKHGRPLQDQWIHDWXUHRIKHDGVRI3DUW\FRPPLWWHHVLVWKDWWKH\KDYHHLWKHU
DQDGPLQLVWUDWLYHRUPLOLWDU\EDFNJURXQG4LDQ–
$OWKRXJKDQHYROYLQJPDQDJHULDOODERXUPDUNHWVHHPVWRHPHUJHLQWKH62(VHFWRU*URYHV
HW DO  LWV VLJQLILFDQFH VKRXOG QRW EH RYHUHVWLPDWHG EHFDXVH RI WKH IROORZLQJ WZR
UHDVRQV )LUVW WKH HQWU\ WR WKH PDUNHW LV IDU IURP IUHH $FFRUGLQJ WR DQ RIILFLDO VXUYH\
FRQGXFWHGLQDERXWSHUFHQWRI62(PDQDJHUVHVSHFLDOO\WKRVHRIODUJHDQGPHGLXP
62(V DUH DSSRLQWHG WKURXJK SROLWLFDO DQG DGPLQLVWUDWLYH FKDQQHOV 7KH VRFLDO VWDWXV RI
62(PDQDJHUVKDVEHHQFRQWLQXRXVO\GHILQHGE\WKHLUUDQNVZLWKLQWKHKLHUDUFK\RI3DUW\DQG
JRYHUQPHQW)RULQVWDQFHVRPHPDQDJHUVRIODUJH62(VHQMR\WKHUDQNRIYLFHPLQLVWHU$QG
VHFRQGGLVPLVVDOVUDUHO\KDSSHQ,WLVZHOONQRZQWKDWJRYHUQPHQWRIILFLDOVRU62(PDQDJHUV
FDQRQO\EHGHPRWHGLIWKH\FRPPLWVHULRXVHFRQRPLFFULPHVRUSROLWLFDOPLVWDNHV8VXDOO\
WKRVHPDQDJHUVZKRVXIIHU FHUWDLQGLIILFXOWLHV LQ WKHLU62(VZLOO EH WUDQVIHUUHG WRZRUN LQ
RWKHU62(VZLWKDSRVLWLRQVLPLODUWRWKHSUHYLRXVRQH2QO\DQHDUO\UHWLUHPHQWUHVXOWVLQDQ
HIIHFWLYHH[LW6XFKD WXUQRYHUFDQQRW IRUPUHDOSUHVVXUHRU WKUHDW WRPRVWPDQDJHUV4XLWH
LURQLFDOO\WKHFRPSHWHQFHRIDQ62(PDQDJHUPD\EHMXGJHGLQDQDGYHUVHZD\†WKHJUHDWHU
WKHQXPEHURI ILUPVPDQDJHG WKHJUHDWHU WKHOLNHOLKRRGRISURIHVVLRQDO LQFRPSHWHQFH7KH
VHOHFWLRQRIPDQDJHUVWKURXJKELGGLQJLVRQO\XVHGLQVRPHVPDOO62(V7KHVHIDFWVLQGLFDWH
WKDWWKHUHDUHVWLOOERWKVHYHUHHQWU\DQGH[LWEDUULHUVWRWKH62(PDQDJHULDOODERXUPDUNHW
 (PSOR\PHQWV\VWHPVLQWKH79(VHFWRU
)RU79(HPSOR\HHV WKHUHLVQRJXDUDQWHHRI OLIHWLPHHPSOR\PHQW†WKHVRFDOOHG 
LURQULFH
ERZO
7KHUHKDVEHHQDQLQFUHDVLQJQXPEHURIUXUDOVXUSOXVODERXUHUVZKRDUHUHOHDVHGE\
DJULFXOWXUDOGHYHORSPHQWDQGSXVKHGE\UHJLRQDOGHYHORSPHQWXQEDODQFH7KHUHIRUHWKHUXUDO
ODERXUPDUNHWIRU79(VKDVEHHQKLJKO\FRPSHWLWLYH79(VFDQHPSOR\ZRUNHUVIURPERWK
ORFDO FRPPXQLWLHV DQG RWKHU SODFHV RXWVLGH WKHLU FRPPXQLWLHV 7KDQNV WR WKH FRPSHWLWLRQ
WKHUH DUH QR JHQHURXV ZHOIDUH EHQHILWV KRXVLQJ LQ SDUWLFXODU IRU 79( HPSOR\HHV 7KH
XQHPSOR\PHQWDQGUHWLUHPHQWLQVXUDQFHW\SLFDOO\OLHVRQWKHLUFRQWUDFWHGODQGLQWKHLUKRPH
YLOODJHV$V D FRQVHTXHQFH79(VKDYH HQMR\HG ORZ ODERXU FRVWV DQG D FOHDUPDQDJHPHQW
REMHFWLYH ,Q WKH PHDQWLPH D FRPSHWLWLYH ODERXU PDUNHW SOXV D ODQG FRQWUDFWLQJ V\VWHP
LQGXFHVKLJKODERXUPRELOLW\WKHRSSRUWXQLW\FRVWRIXQHPSOR\PHQWIRU79(ZRUNHUVEHLQJ
PXFKORZHUWKDQIRU62(ZRUNHUV ,IXQHPSOR\PHQWVWULNHV WKHZRUVW WKLQJIRU WKHPLV WR
UHWXUQWRIDUPLQJ7KLVPRELOLW\FRPELQHGZLWKWKHERWWRPOLQHLQVXUDQFHPD\KHOSUHGXFHWKH
SUREOHPRIODERXUPDQDJHPHQWFRQIOLFWV

:LQGRZRI+RQJ.RQJ0DUFK
 7ULSOHUROHRI62(PDQDJHUV
$Q62(PDQDJHUQRWRQO\KDVWREHDQHQWUHSUHQHXUEXWDOVRDJRYHUQPHQWRIILFLDODQGWKH
FKLHI RI WKH 62( FRPPXQLW\ 7KH PDQDJHU LV D JRYHUQPHQW RIILFLDO EHFDXVH KHVKH LV
DVVLJQHGE\WKHJRYHUQPHQWERGLHVWREHDQDJHQWRIWKHVWDWHWRPDQDJHWKHEXVLQHVVRIWKH
62( DQG WR SURWHFW WKH LQWHUHVW RI WKH RZQHU WKDW LV WKH VWDWH $V JRYHUQPHQW RIILFLDOV
PDQDJHUVDUHOLNHO\WREHPRWLYDWHGE\DGPLQLVWUDWLYHSURPRWLRQVUHVSHFWHGVRFLDOVWDWXVHV
DQGWKHDVVRFLDWHGIULQJHEHQHILWV$OWKRXJKWKHFDVKVDODU\IRUDQ62(PDQDJHULVW\SLFDOO\
IL[HG WREHQRPRUH WKDQ WKUHH WLPHV WKHDYHUDJHVDODU\RID UHJXODUZRUNHUKHVKHFDQEH
FRPSHQVDWHGE\PDQ\QRQSHFXQLDU\EHQHILWVVXFKDVHOHYDWHGVRFLDOVWDWXVD ODUJHUKRXVH
DQGRWKHUVXFKSHUNV7KH OHYHOVRI WKHVHQRQSHFXQLDU\EHQHILWVDUHPDLQO\GHWHUPLQHGE\
KLVKHURIILFLDOUDQNLQWKHEXUHDXFUDWLFKLHUDUFK\7KLVLQFHQWLYHVWUXFWXUHVHUYHVWKHSXUSRVH
RILQGXFLQJ62(PDQDJHUVWRLGHQWLI\WKHPVHOYHVZLWKWKHJRYHUQPHQWDQGWKHVWDWHDQGWR
SURWHFWWKHLQWHUHVWRIWKHVWDWHLQWKHLU62(V
7KH UROH RI WKH EXUHDXFUDW LV ERXQG WR FRQIOLFW ZLWK WKH UROH RI WKH HQWUHSUHQHXU LQ DQ\
HFRQRP\3ROLWLFLDQVRUEXUHDXFUDWVKDYHWRLQPRVWFDVHVJLYHSULRULW\WRSROLWLFDOFRQWURO
MREJHQHUDWLRQDQGFRPSODLQWVRI WKHLUFRQVWLWXHQFLHV UDWKHU WKDQ WRSURILWPD[LPL]DWLRQRI
62(VXQGHUWKHLUFRQWURO%R\FNRHWDO
$VZHDQDO\VHGLQ6HFWLRQHDFK62(ODUJHDQGPHGLXPVL]HGRQHVSDUWLFXODUO\DFWVDVD
UHVLGHQWRIWKHFRPPXQLW\RUVPDOOVRFLHW\DQGWKHPDQDJHUQDWXUDOO\DVVXPHVWKHUROHRIWKH
PD\RURUFKLHIRI WKHFRPPXQLW\:LWKLQDFRPPXQLW\ WKHSRZHUEDODQFHDSSHDUV WRKDYH
EHHQ ZHOOHVWDEOLVKHG 7KH 3DUW\ &RPPLWWHH KDV SOD\HG D NH\ UROH LQ WKH DSSRLQWPHQW RI
XSSHU OHYHO SHUVRQQHO SDUWLFXODUO\ WKH DVVLVWDQW GLUHFWRUV DQGPLGGOH OHYHO FDGUHVZLWK WKH
(PSOR\HHV
&RQJUHVVSOD\LQJDGRPLQDQWUROHLQWKHGHFLVLRQVWRGLVPLVVZRUNHUVDQGLQWKH
GLVWULEXWLRQRIVRFLDOZHOIDUH(PSOR\HHVDOVRKDYHLQIOXHQFHRYHUGHFLVLRQVFRQFHUQLQJZDJH
DQGERQXVGLIIHUHQWLDOV-HIIHUVRQHWDO)RUWKHFRPPXQLW\PHPEHUVWKHWRSFRQFHUQ
LV WKHLU HPSOR\PHQW VHFXULW\ DQG ZHOIDUH PD[LPL]DWLRQ ZKLFK LV LQ FRQIOLFW ZLWK SURILW
PD[LPL]DWLRQ
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6RXUFH 7DQJ
1RWH 7KLVVXUYH\ZDVFRQGXFWHGE\WKH(FRQRPLF,QVWLWXWHRI&KLQD$FDGHP\RI
6RFLDO6FLHQFHV7KHVXPRIVKDUHVLVQRWHTXDOWREHFDXVHRIURXQGLQJDQG
FRPSLOLQJHUURUVLQWKHUDZGDWD
%\ZD\RIFRPSURPLVLQJEHWZHHQWKHUROHVRIEXUHDXFUDWDQGHQWUHSUHQHXU62(PDQDJHUV
SUHIHU WR GHYHORS VPRRWK UHODWLRQVKLSV ZLWK WKHLU VXSHULRUV 7KH\ WROHUDWH PDQ\ NLQGV RI
SUHGDWRU\ILQDQFLDOGHPDQGVDQGSD\YDULRXVELOOVDQGXQDXWKRUL]HGFKDUJHVLPSRVHGE\WKRVH
DERYHWKHUHE\DGGLQJWRWKHORVVHVPDGHE\62(V7DEOHSUHVHQWVDFRPSDULVRQRILQLWLDO
GLVWULEXWLRQSDWWHUQVRIVXUYH\HG62(VLQDQG:HVHHLQWKHWDEOHWKDWWKHUHLV
DFDWHJRU\RI
RWKHUH[SHQVHV
WKHVKDUHRIZKLFKDOPRVWGRXEOHVIURPWR$PRQJ
WKHRWKHUH[SHQVHV WKHXQDXWKRUL]HGIHH LPSRVHGE\VXSHULRUERGLHV LVDPDMRUFRPSRQHQW
7DQJ
’ULYHQE\WKHLQWHUHVWRI WKH62(FRPPXQLW\DQGWKDQNVWRWKHLQFUHDVLQJDXWRQRP\DORQJ
ZLWKWKH UHIRUP62(PDQDJHUVQRZKDYHPRUHGLVFUHWLRQ WR LQFUHDVHZDJHVERQXVHVDQG
RWKHUFRPPXQLW\ZHOIDUHDWWKHH[SHQVHRIHDUQLQJV,W LVUHSRUWHGWKDWGXULQJ–WKH
UHDOL]HGSUHWD[SURILWRIWKRVH62(VZLWKLQWKHVWDWHEXGJHWNH\ODUJHDQGPHGLXP62(V
LQFUHDVHGE\RQO\SHUFHQWZKLOHWKHWRWDOZDJHVDQGERQXVHVRIWKHLUHPSOR\HHVZHQWXS
E\SHUFHQW5HVHDUFK*URXSRI3ROLF\2ULHQWDWLRQ,WLVDOVRIUHTXHQWO\UHSRUWHG
WKDWVRPHORVVPDNLQJ62(VFRQWLQXRXVO\SD\ERQXVHVWRWKHLUZRUNHUVE\XVLQJEDQNORDQV
7KHXQEDODQFHGLQFUHDVHRIHPSOR\HHV
EHQHILWVKDYHIDLOHGWRUHVXOWLQDEHWWHUSHUIRUPDQFH
EHFDXVHRIWKHHIIHFWLYH
ORZHUOHYHOEDUJDLQLQJEHWZHHQPDQDJHUVDQGZRUNHUVDWWKHIDFWRU\
OHYHO
 ERWK RI ZKRP VHHN WRPD[LPL]H SURILW UHWHQWLRQ ZKLOH GLVWULEXWLQJ LW DV HTXDOO\ DV
SRVVLEOHZLWKLQWKHILUP:DOGHU
 6LPSOHUROHRI79(PDQDJHUV
%\FRQWUDVWWKHUROHRIWKH79(PDQDJHULVVLPSOHU$EXUHDXFUDWLFFDUHHUKDVYHU\OLPLWHG
SRVVLELOLW\DQG WKXV LVKDUGO\DWWUDFWLYHHVSHFLDOO\ IRU WKRVH LQ ULFKUHJLRQV7KH WDVNVDQG
REMHFWLYHVRID79(PDQDJHURUPDQDJHPHQWWHDPDUHW\SLFDOO\ZHOOVSHFLILHGLQDFRQWUDFW
EHWZHHQWKHPDQGWKHLU79*†WKH\RQO\QHHGWRUHSRUW WRWKH79*7KLVVLPSOHSULQFLSDO
DJHQWFRQWUDFWDOVRPDNHVWKHLUZRUNFRQVLGHUDEO\HDVLHUDQGPRUHHIILFLHQW
7KH PDMRU FRPSHQVDWLRQ IRU 79(PDQDJHUV LQFOXGHV GLUHFW SHFXQLDU\ EHQHILWV LQ YDULRXV
IRUPV VXFK DV KLJKHU ZDJHV \HDUHQG ERQXVHV DQG FRQWUDFW IXOILOOPHQW ERQXVHV 7KHVH
ERQXVHVDUHFORVHO\OLQNHGZLWKWKH79(SHUIRUPDQFHDQGWKXVFDQEHFRQVLGHUHGDVDNLQG
RIVKDULQJVFKHPHRIUHVLGXDOEHQHILWV7\SLFDOO\WKHERQXVHVRI79(PDQDJHUVDUHQRWRQO\
UHODWHG WR WKHLU RZQ 79( SHUIRUPDQFH EXW DOVR GHFLGHG WKURXJK FRPSDULVRQ ZLWK WKH
SHUIRUPDQFH OHYHOV RI RWKHU 79(V LQ WKH VDPH WRZQVKLS RU YLOODJH 7KLV KRUL]RQWDO
FRPSDULVRQKDVJHQHUDWHGFRPSHWLWLRQSUHVVXUHDPRQJPDQDJHUVRIGLIIHUHQW79(V :XHW
DO
79(PDQDJHUVDOVRIDFHFRPSHWLWLRQDQGWKUHDWIURPWKHPDQDJHULDOODERXUPDUNHW7KH\DUH
QRWJXDUDQWHHGOLIHWLPHVWDWXVDQGWKHLUWHUPVDUHIL[HGIRUDOLPLWHGSHULRG$VDUHVXOWRYHU
WLPHHQWUHSUHQHXUVKLSKDVGHYHORSHGLQWKH79(VHFWRU79(PDQDJHUVDUHEHFRPLQJPRUH
H[SHULHQFHGDQGSURIHVVLRQDOO\FRPSHWHQWDQGPRUHFDSDEOHWRGHDOZLWKPDUNHWFRPSHWLWLRQ
7KHHYDOXDWLRQSUDFWLFHVDUHDOVRGLIIHUHQWLQWKH62(VHFWRUDQG79(VHFWRU79(PDQDJHUV
DUHHYDOXDWHGPDLQO\E\IXOILOOPHQWRISURILWWDUJHWV%XWLQWKH62(VHFWRUXQGHUWKHFXUUHQW
LQVWLWXWLRQDO DUUDQJHPHQW DQG PDUNHW FRQGLWLRQV LW LV KDUG IRU WKH VXSHULRUV WR ILJXUH RXW
ZKLFK ORVVHVDUHFDXVHGE\H[WHUQDO IDFWRUVZKLFKDUH LQKHULWHGSUREOHPVRI WKH62( DQG
ZKLFK UHVXOW IURP LQFDSDEOHPDQJHUV )RU DQ 62(PDQDJHU LW LV HDV\ WR OLVW D QXPEHU RI

REMHFWLYHUHDVRQV
ZKLFKFDQVHUYHDVH[FXVHVIRUSRRUSHUIRUPDQFH
 /DERXUPDQDJHPHQWUHODWLRQVLQ62(VDQG79(V
)RU62(ZRUNHUVWKHUHKDVEHHQDODFNRILQFHQWLYHVDQGSUHVVXUHWRZRUNKDUGEHFDXVHRI
WKH ODVWLQJHJDOLWDULDQSUDFWLFHRI LQFRPHGLVWULEXWLRQ WKH OLIHWLPHHPSOR\PHQW V\VWHPDQG
WKHSXEOLFJRRGVSURSHUW\RI62(V
,Q FRPSDULVRQ ZLWK 79( ZRUNHUV 62( ZRUNHUV DUH OHVV GLVFLSOLQHG DQG PD\ EH PRUH
GLIILFXOW WRPDQDJH 7KH ODERXUPDQDJHPHQW FRQIOLFW FDQ WXUQ LQWR D SHUVRQDO RQH ,I IRU
LQVWDQFH WKHPDQDJHUGHFLGHV WRSHQDOL]H DQ XQGLVFLSOLQHGZRUNHU WKHZRUNHUPD\ WDNH LW
SHUVRQDOO\DQGPDNHWURXEOHIRURUEUDQGLVKWKUHDWVWRWKHPDQDJHUDQGHYHQWKHPDQDJHU¶V
IDPLO\ %HFDXVH WKH ZRUNHU EHOLHYHV WKDW DQ\ ORVV RI WKH HQWHUSULVHV FDXVHG E\ KLV
XQGLVFLSOLQHGSHUIRUPDQFHZLOOEHERUQHE\WKHVWDWHZKLOHDQ\SHUVRQDOSXQLVKPHQWDJDLQVW
KLP ZLOO KDYH WR EH ERUQH E\ KLP LQGLYLGXDOO\ 7KLV DGGV WR -HIIHUVRQ¶V  OLVW DQ
DGGLWLRQDO PDQLIHVWDWLRQ RI QRQGLPLQLVKDELOLW\ SURSHUW\ RI WKH 62( SXEOLF JRRGV ZKLFK
LQGLFDWHVWKDWRQHSHUVRQ¶VRYHUFRQVXPSWLRQQHHGQRWVHULRXVO\FRQVWUDLQWWKHDELOLW\RIRWKHUV
WRH[WUDFWYDOXHIURPWKH62(%HFDXVHRIWKLVQRQGLPLQLVKDELOLW\WKHXQGLVFLSOLQHGZRUNHU
KDVDUDWLRQDOUHDVRQWRWKLQNWKDWLIWKHPDQDJHUGHFLGHVWRSXQLVKKLPWKHQLWPXVWEHRXWRI
WKHPDQDJHU¶VSHUVRQDOLQWHQWLRQ7KHUHLVQHDUO\DFRQVHQVXVDPRQJZRUNHUVDQGPDQDJHUV
DERXWWKLV0RUHRYHUEHFDXVHRIVXFKREYLRXVQRQGLPLQLVKDELOLW\WKHSXQLVKHGZRUNHUFDQ
RIWHQ JHW V\PSDWK\ IURP RWKHUZRUNHUV 7KHUH KDYH HYHQ EHHQ H[DPSOHV ZKHUHPDQDJHUV
ZHUHLQMXUHGNLOOHGHYHQE\ZRUNHUVGXULQJUHIRUPVLQVRPHSODFHV0HDQZKLOHPDQDJHUV
KDYH QR LQFHQWLYH WR SODFH WKH ZRUNHUV XQGHU VWULFW GLVFLSOLQHV DW DOO $V D FRQVHTXHQFH
SHUYDVLYHVKLUNLQJDQGIUHHULGLQJEHFRPHLQHYLWDEOHDQGZLGHVSUHDGLQWKH62(VHFWRU
79(ZRUNHUVDUHPXFKHDVLHUWREHGLVFLSOLQHGDQGPDQDJHG7KH\KDYHVXIILFLHQWPRWLYDWLRQ
DQG IDFH VWURQJSUHVVXUH WRZRUNKDUG7KH\ DUHPRWLYDWHGE\ WKH FORVH OLQNEHWZHHQ WKHLU
ZDJHVDQGSHUIRUPDQFH3LHFHZRUNLQJDQG UHVSRQVLELOLW\ZDJHV\VWHPVDUHFRPPRQ LQ WKH
79(VHFWRU$VIRUSUHVVXUHV79(HPSOR\HHVDUHDOPRVWZLWKRXWH[FHSWLRQFRQWUDFWZRUNHUV
KLUHGIRUWKH\HDURUWKHVHDVRQZLWKQRMREVHFXULW\DVWKHUHDUHPDQ\RWKHUVZDLWLQJIRUMREV
7KH\ RIWHQ ZRUN ORQJHU KRXUV DQG PXFK KDUGHU WKDQ 62( ZRUNHUV GR EHFDXVH LI WKHLU
SHUIRUPDQFHLVQRWVDWLVIDFWRU\WKHLUMREFRQWUDFWVPD\QRWEHUHQHZHGRUHYHQWHUPLQDWHGLQ
DGYDQFH+R&ROOHFWLYHO\LIEXVLQHVVJRHVZURQJHYHU\ERG\LQWKHILUPZLOOORVHWKHLU
MRE7KHUHIRUH79(ZRUNHUVVHQVHWKDWWKHLURZQIXWXUHLVFORVHO\WLHGZLWKWKDWRIWKHILUP
ZLWKZKLFKWKH\KDYHWRVKDUHWKHULVN
7KHRXWVWDQGLQJSHUIRUPDQFHRI79(ZRUNHUVPD\EHIXUWKHUH[SODLQHGE\DNLQGRIJURXSRU
PXWXDO PRQLWRULQJ DW WKH KRUL]RQWDO OHYHO 7KLV PHFKDQLVP LV LQGXFHG E\ WKH WKUHDW RI
FROOHFWLYHXQHPSOR\PHQWFDXVHGE\WKHIDLOXUHRIWKHLUHQWHUSULVH†LQDFDGHPLFZRUGVE\D

FRRSHUDWLYHFXOWXUH
ZLWKLQDVPDOOFRPPRQV:HLW]PDQDQG;X-HIIHUVRQ
9, &21&/8’,1*5(0$5.6
,Q WKLV VWXG\ ZH KDYH SUHVHQWHG D FRPSUHKHQVLYH DFFRXQW RYHU WKH LVVXH RI 62(79(
FRPSDULVRQ LQ&KLQD 7KH DFFRXQW LV EDVHG RQ DPDMRU VXUYH\ RI WKH OLWHUDWXUH DVZHOO DV
ILUVWKDQGDQDO\VLV,WLVFRQFOXGHGWKDWWKRXJK79(VKDYHEHHQFRQIURQWHGZLWKFRPSDUDWLYH
GLVDGYDQWDJHVLQWKHDUHDVRIWHFKQRORJLHVODERXUVNLOOVDQGHGXFDWLRQOHYHOVDFFHVVWREDQN
ORDQVRIILFLDOFKDQQHOVRI LQIRUPDWLRQDQGNH\PDWHULDOGLVWULEXWLRQ WKH\KDYHHQMR\HGDQG
HVWDEOLVKHGPRUH LPSRUWDQWDGYDQWDJHVRYHU62(V7KHVH FDQEH VXPPDUL]HG LQWR WKH IRXU
IROORZLQJPDMRUSRLQWV
 +DUGEXGJHWFRQVWUDLQWWR79(VLQJHQHUDODQGWRHDFKWRZQVKLSDQGYLOODJHFRPPXQLW\
LQSDUWLFXODUZKHUHDV62(EXGJHWFRQVWUDLQWUHPDLQVVRIW
 5HODWLYHO\ FRPSDWLEOH LQWHUHVWV DQG LQFHQWLYHV ZLWKLQ D 79( FRPPXQLW\ FRQVWDQWO\
UHLQIRUFHGE\FRPSHWLWLYHSUHVVXUHVIURPPDUNHWVDQGRWKHUFRPPXQLWLHVZKHUHDV62(V
KDYHFRQWLQXRXVO\VKDUHGWKHSURSHUWLHVRISXEOLFJRRGVDQGIDFHGFRQIOLFWVRILQWHUHVWLQ
PDQ\DVSHFWV2QHH[DPSOHLVWKHFRQIOLFWLQJUROHVRI62(PDQDJHUVZKRVLPXOWDQHRXVO\
KDYHWREHJRYHUQPHQWEXUHDXFUDWFKLHIRIWKH62(FRPPXQLW\DQGHQWUHSUHQHXU
 )OH[LELOLW\ GXH WR VPDOO VL]H GLYHUVLILHG FRPPXQLW\ HFRQRP\ DQG IDU IURP VWULFW
EXUHDXFUDWLFFRQWUROZKLFKJLYH79(VDQDGYDQWDJHWRFDSWXUHRSSRUWXQLWLHVHPHUJLQJLQ
DOOPDUNHWVSURGXFWVODERXUFDSLWDODQGWKHGRPHVWLFDQGLQWHUQDWLRQDO
 6LPSOHUSULQFLSDODJHQW WLHUV SHUVRQQHO DQG HPSOR\PHQW V\VWHPV DQG ODERXU UHODWLRQV
ZKLFKDUHLQGXFHGE\WKHKLVWRULFDOLQVWLWXWLRQDODUUDQJHPHQWVLQUXUDO&KLQDDQGVXEMHFW
WRWKHDGMXVWPHQWVUHTXLUHGE\FRPSHWLWLRQ$VDFRQVHTXHQFH79(VKDYHRXWSHUIRUPHG
DQGUHSODFHG62(SRVLWLRQVLQPDQ\DUHDV7KH79(VHFWRUKDVEHFRPHWKHQXPEHURQH
VHFWRULQ&KLQD¶VLQGXVWULDOSURGXFWLRQDQGH[SRUW,QWKHQHDUIXWXUHLWZLOOEHFRPHWKH
QXPEHURQHVHFWRULQ&KLQD¶V*’3JHQHUDWLRQ
,Q FRQWUDVW WKRXJK KDYLQJ HQMR\HG DGYDQWDJHV LQ WHFKQRORJLHV JRYHUQPHQW ILQDQFLQJ DQG
VXSSRUW62(VKDYHVXIIHUHGIURPPDQ\SUREOHPVLQKHUHQWLQ62(LQVWLWXWLRQDODUUDQJHPHQW
LQ JHQHUDO DQG 62( RZQHUVKLS DQG JRYHUQDQFH VWUXFWXUHV LQ SDUWLFXODU ’XH WR WKHZLGHO\
GLVSHUVHGDQGDPELJXRXV62(RZQHUVKLSVWUXFWXUHDQGWKHPXOWLSOHSULQFLSDODJHQWWLHUVWKH
62(VHFWRUKDVVHULRXVO\VXIIHUHGPRVWDJHQF\DQGDV\PPHWULFLQIRUPDWLRQSUREOHPV7KHUH
DUHDODUJHQXPEHURIVWDNHKROGHUVDURXQGHDFK62(WKH\KDYHVXIILFLHQWLQFHQWLYHWRH[WUDFW
YDOXHIURPWKH62(EXWKDYHPXFKOHVVLQFHQWLYHWRSXWWKHLUHIIRUWVLQWRWKH62(7KLVLVWKH
HVVHQWLDO UHDVRQ ZK\ WKH 62( ILQDQFLDO VLWXDWLRQ EHFRPHV LQFUHDVLQJO\ ZRUVH ZKLOH WKHLU
RXWSXWH[SDQVLRQFRQWLQXHV$OWKRXJKLWPXVWEHVDLGWKHUHDOSHUIRUPDQFHRIWKH62(VHFWRU
LVEHWWHU WKDQ WKDW LQGLFDWHGE\RIILFLDO VWDWLVWLFV LI WKH62(V
 EURDG VRFLDO FRQWULEXWLRQV DUH
WDNHQ LQWR DFFRXQW +RZHYHU PXFK RI WKH 62(V
 VRFLDO FRQWULEXWLRQV PD\ KDYH EHHQ
WUDQVIHUUHG LQWREDG ORDQV DQGQRQSHUIRUPLQJGHEWV LQ WKH VWDWHEDQNLQJ V\VWHPZKHQ WKH
62(VHFWRUKDVFRQWLQXHGWRFRQVXPHDERXWSHUFHQWRIVWDWHEDQNFUHGLWIXQGVEXWFUHDWHV
OHVVWKDQSHUFHQWRI&KLQD¶V*’3
:KLOH WKH LQLWLDOO\ IDYRXUDEOHPDUNHWDQGHQYLURQPHQWDOFRQGLWLRQV HQMR\HGE\79(VKDYH
JUDGXDOO\ GLVVROYHG IROORZLQJ WKH H[SDQVLRQ RI 79( VFDOH 79(PHFKDQLVP GHJHQHUDWLRQ
KDV EHFRPH LQFUHDVLQJO\ VHULRXV LQ WKRVH WRZQVKLS DQG YLOODJHV ZKHUH JUDVVURRWV
GHPRFUDWL]DWLRQ KDV ODJJHG EHKLQG ,W KDV JHQHUDWHG VHULRXV FRQVHTXHQFHV LQ 79(
SHUIRUPDQFH VLQFH WKH PLG V 7KH FHQWUDO LVVXHV KHUH DUH RQFH DJDLQ WKH LQFUHDVHG
DJHQF\ FRVW DQG WKH TXHVWLRQ RIZKRPRQLWRU WKHPRQLWRUV ,Q WKLV FRQQHFWLRQ 62(V DQG
79(V IDFH VLPLODU SUREOHPV DQG QHHG WR FRQGXFW VLPLODU UHIRUP RQ WKHLU RZQHUVKLS DQG
JRYHUQDQFHVWUXFWXUHV+RZHYHUFROOHFWLYHRZQHUVKLSZLWKLQDVPDOOFRPPXQLW\ZKLFKIDFHV
FRPSHWLWLRQDQGKDUGEXGJHWFRQVWUDLQWLVPRUHDNLQWRWKHVPDOOFRPPRQVVXFKDVWKHVPDOO
ILVKHULHV LQ0DLQHZKHUH D VHOILQLWLDWHG HIIHFWLYHSURSHUW\ ULJKWV DUUDQJHPHQW KDV HYROYHG
-HIIHUVRQ,QIDFWPDQ\&KLQHVHUXUDOFRPPXQLWLHVLQLWLDWHG
MRLQWVWRFNFRRSHUDWLYH

UHIRUP HYHQ LQ WKH ODWH V 6XFK D VHOILQLWLDWHG LQQRYDWLYH SURSHUW\ ULJKWV UHIRUP
DSSHDUHGZHOOILWWLQJLQORFDOFRQGLWLRQVLQPRVWFDVHVDQGKDVEHFRPHZLGHVSUHDGLQERWKWKH
62(DQG79(VHFWRUVVLQFH6XQE
&KLQD¶VDPELWLRXVDQGUDGLFDO62(UHIRUPSODQKDVEHHQGHOD\HGE\WKHSUREOHPRIDODUJH
QXPEHURI OD\RIIV DQG WKH VKRFNRI$VLD
V ILQDQFLDO FULVLV%XW WKH VFHQDULR LV FOHDU3OXUDO
RZQHUVKLS VWUXFWXUHV DQG GLYHUVLILHG JRYHUQDQFH VWUXFWXUHV ZLOO HPHUJH LQ WKH QHDU IXWXUH
ZKLFKLQFOXGHSXUHSULYDWHRZQHUVKLSHPSOR\HHVWRFNRZQHUVKLSMRLQWVWRFNSDUWQHUVKLSRU
FRRSHUDWLYH OHDVLQJ MRLQW YHQWXUHV VKDUHKROGLQJ FRPSDQLHV DQG K\EULG IRUPV RI
VKDUHKROGLQJ FRPSDQLHV DQG D VPDOO SURSRUWLRQ RI UHIRUPHG VWDWH RZQHUVKLS LQ FHUWDLQ
LQGXVWULHV
5()(5(1&(6
$OFKLDQ$UPHQDQG+DUROG’HPVHW] 3URGXFWLRQ ,QIRUPDWLRQ&RVWV DQG(FRQRPLF
2UJDQL]DWLRQ$PHULFDQ(FRQRPLF5HYLHZ–
%HOO0LFKDHO:+RH(H.KRU DQG.DOSDQD.RFKKDU &KLQD DW WKH7KUHVKROGRI D
0DUNHW(FRQRP\,0)2FFDVLRQDO3DSHU1R,0):DVKLQJWRQ’&
%R\FNR0D[LP$QGUHL6KOHLIHU DQG5REHUW:9LVKQ\$7KHRU\RI3ULYDWL]DWLRQ
(FRQRPLF-RXUQDO0DUFK–
%\UG:LOOLDPDQG4LQJVRQJ/LQHGV&KLQD
V5XUDO,QGXVWU\6WUXFWXUH’HYHORSPHQW
DQG5HIRUP2[IRUG8QLYHUVLW\3UHVV2[IRUG8.
&KDQJ&KXQDQG<LMLDQJ:DQJ7KH1DWXUHRI7RZQVKLS9LOODJH(QWHUSULVHV-RXUQDO
RI&RPSDUDWLYH(FRQRPLFV–
&KH-LDKXDDQG<LQJ\L4LDQ,QVWLWXWLRQDO(QYLURQPHQW&RPPXQLW\*RYHUQPHQWDQG
&RUSRUDWH*RYHUQDQFH8QGHUVWDQGLQJ&KLQD
V7RZQVKLSDQG9LOODJH(QWHUSULVHV-RXUQDORI
/DZ(FRQRPLFVDQG2UJDQL]DWLRQ
(GLWRULDO &RPPLWWHH RI &KLQD
V 79(V 79( <HDUERRN – 6WDWLVWLFDO <HDUERRN RI &KLQD¶V
7RZQVKLSDQG9LOODJH(QWHUSULVHVYDULRXVLVVXHV&KLQD$JULFXOWXUH3UHVV%HLMLQJ
(GLWRULDO&RPPLWWHH RI&KLQHVH ,QGXVWU\  ,QGXVWULDO $OPDQDF –$OPDQDF RI&KLQD¶V
,QGXVWU\LQ&KLQHVH&KLQD/DERXU3XEOLVKLQJ+RXVH%HLMLQJ
)DPD(XJHQHDQG0LFKDHO-HQVHQ6HSDUDWLRQRI2ZQHUVKLSDQG&RQWURO-RXUQDORI
/DZDQG(FRQRPLFV–
*URYHV 7KHRGRUH <RQJPLDR +RQJ -RKQ 0F0LOODQ DQG %DUU\ 1DXJKWRQ  &KLQD
V
(YROYLQJ0DQDJHULDO/DERXU0DUNHW-RXUQDORI3ROLWLFDO(FRQRP\–
*X (GZDUG ;  )RUHLJQ ’LUHFW ,QYHVWPHQW DQG WKH 5HVWUXFWXULQJ RI &KLQHVH 6WDWH
RZQHG(QWHUSULVHV&KLQD,QIRUPDWLRQ:LQWHU–
*XR =KHQJ\LQJ 2Q3UREOHPV RI&KLQD
V2ZQHUVKLS 6WUXFWXUH(FRQRPLF 5HVHDUFK
-LQML<DQMLXLQ&KLQHVH1R
+R6DPXHO5XUDO&KLQDLQ7UDQVLWLRQ&ODUHQGRQ3UHVV2[IRUG8.
+RZHOO -XGH  3URVSHFWV IRU 9LOODJH 6HOI*RYHUQDQFH LQ &KLQD -RXUQDO RI 3HDVDQW
6WXGLHV$SULO–
-HIIHUVRQ *DU\ +  $UH &KLQD
V 5XUDO (QWHUSULVHV 2XWSHUIRUPLQJ 6WDWHRZQHG
(QWHUSULVHV":RUOG %DQN 5HVHDUFK 3DSHU 6HULHV 1R &+536 7UDQVLWLRQ DQG0DFUR
$GMXVWPHQW’LYLVLRQ3ROLF\5HVHDUFK’HSDUWPHQW:RUOG%DQN:DVKLQJWRQ’&
-HIIHUVRQ*DU\+&KLQD¶V6WDWH(QWHUSULVHV3XEOLF*RRGV([WHUQDOLWLHVDQG&RDVH
$PHULFDQ(FRQRPLF5HYLHZ–
-HIIHUVRQ *DU\ -RKQ =KLTLDQJ =KDR DQG 0DL /X  5HIRUPLQJ 3URSHUW\ 5LJKWV LQ
&KLQHVH,QGXVWU\,Q5HIRUP2ZQHUVKLSDQG3HUIRUPDQFHLQ&KLQHVH,QGXVWU\HGLWHGE\*
-HIIHUVRQDQG,6LQJK2[IRUG8QLYHUVLW\3UHVV1HZ<RUN
-LQ+HKXLDQG<LQJ\L4LDQ3XEOLFYHUVXV3ULYDWH2ZQHUVKLSRI)LUPV(YLGHQFHIURP
5XUDO&KLQD4XDUWHUO\-RXUQDORI(FRQRPLFV–
/LQ1DQ/RFDO0DUNHW6RFLDOLVP/RFDO&RUSRUDWLVPLQ$FWLRQLQ5XUDO&KLQD7KHRU\
DQG6RFLHW\–
0LQLVWU\ RI$JULFXOWXUH  7KH 6WDWXV RI &KLQD¶V 79(V DQG WKH 6XJJHVWLRQV IRU 79(
5HIRUPDQG’HYHORSPHQWLQWKH)XWXUH,Q3HRSOH¶V’DLO\$SULOLQ&KLQHVH
1DXJKWRQ %DUU\ *URZLQJ RXW RI WKH 3ODQ &KLQHVH (FRQRPLF 5HIRUP 
&DPEULGJH8QLYHUVLW\3UHVV&DPEULGJH
2
%ULHQ .HYLQ -  ,PSOHPHQWLQJ 3ROLWLFDO 5HIRUP LQ &KLQD
V 9LOODJHV $XVWUDOLDQ
-RXUQDORI&KLQHVH$IIDLUV1R–
3RUW\DNR9ODGLPLU7KH)LQDQFLDO0DUNHWLQ&KLQD)DU(DVWHUQ$IIDLUV1R
4LDQ<LQJ\L5HIRUPLQJ&RUSRUDWH*RYHUQDQFHDQG)LQDQFHLQ&KLQD,Q&RUSRUDWH
*RYHUQDQFH LQ 7UDQVLWLRQDO (FRQRPLHV ,QVLGHU&RQWURO DQG WKH 5ROH RI %DQNV HGLWHG E\
0DVDKLNR$RNLDQG+\XQJ.L.LP:RUOG%DQN:DVKLQJWRQ’&
5HQ4L<LQJ’X-LFKHQJ4LXDQGRWKHUV$Q,QLWLDO$QDO\VLVRI79(6XUYH\LQ7HQ
3URYLQFHV ’HYHORSPHQW 5HVHDUFK )D]KDQ <DQMLX LQ &KLQHVH 0DUFK – %HLMLQJ
1RUPDO&ROOHJH%HLMLQJ
5HVHDUFK*URXSRI3ROLF\2ULHQWDWLRQ LQ9LWDOL]LQJ/DUJHDQG0HGLXP62(6XUYH\
5HSRUWSXEOLVKHGLQ&KLQD6RFLDO6FLHQFHV=KRQJJXR6KHKXL.H[XHLQ&KLQHVH1R
6KL;LRQJUXDQG-LQER<RX$Q$QDO\VLVRIWKH+HDY\’HEWLQ5XUDO(QWHUSULVHVRI
6RXWKHUQ-LDQJVX&KLQD5XUDO(FRQRP\=KRQJJXR1RQJFXQ-LQJML LQ&KLQHVH1R–

6KOHLIHU$QGUHLDQG5REHUW:9LVKQ\$6XUYH\RI&RUSRUDWH*RYHUQDQFH-RXUQDORI
)LQDQFH–
66% 6WDWH 6WDWLVWLFV %XUHDX&KLQD 6WDWLVWLFDO <HDUERRN YDULRXV LVVXHV &KLQD 6WDWLVWLFDO
3XEOLVKLQJ+RXVH%HLMLQJ
6XQ /DL[LDQJ D $JJUHJDWH %HKDYLRXU RI ,QYHVWPHQW LQ &KLQD $Q $QDO\VLV RI
,QYHVWPHQW +XQJHU DQG )OXFWXDWLRQV 3K’ ’LVVHUWDWLRQ ,QVWLWXWH RI 6RFLDO 6WXGLHV 7KH
+DJXH0DFPLOODQ3UHVVIRUWKFRPLQJ/RQGRQ
6XQ/DL[LDQJE(PHUJHQFHRI8QRUWKRGR[2ZQHUVKLSDQG*RYHUQDQFH6WUXFWXUHVLQ
(DVW $VLD $Q $OWHUQDWLYH 7UDQVLWLRQ 3DWK:,’(5 5HVHDUFK IRU $FWLRQ 1R :RUOG
,QVWLWXWHIRU’HYHORSPHQW(FRQRPLFV5HVHDUFK+HOVLQNL
6XQ/DL[LDQJD(VWLPDWLQJ,QYHVWPHQW)XQFWLRQV%DVHGRQ&RLQWHJUDWLRQ7KH&DVHRI
&KLQD-RXUQDORI&RPSDUDWLYH(FRQRPLFV0DUFK
6XQ/DL[LDQJE
(YROXWLRQDU\’\QDPLFVRI&KLQD¶V6PDOODQG0HGLXP(QWHUSULVHVLQ
WKHV
:RUNLQJ3DSHU818:,’(5+HOVLQNL
7DQJ=RQJNXQ3URILW7UDQVIHURI62(VDQG7KHLU5HSURGXFWLRQ&DSDELOLW\(FRQRPLF
5HVHDUFK-LQML<DQMLXLQ&KLQHVH1R-XO\
7DR<RX]KL7KH6RXWKHUQ -LDQJVX0RGHODQG WKH5RDG WR3URVSHULW\ LQ&KLQHVH
6KDQJKDL$FDGHP\RI6RFLDO6FLHQFHV6KDQJKDL
9HUPHHU(GXDUG%([SHULPHQWVZLWK5XUDO,QGXVWULDO6KDUHKROGLQJ&RRSHUDWLYHV7KH
&DVH RI =KRXFXQ ’LVWULFW 6KDQGRQJ 3URYLQFH &KLQD ,QIRUPDWLRQ   :LQWHU
6SULQJ–
:DOGHU$QGUHZ :DJH 5HIRUP DQG WKH:HE RI )DFWRU\ ,QWHUHVW&KLQD4XDUWHUO\
0DUFK
:DQJ;LDROX&DSLWDO)RUPDWLRQDQG8WLOL]DWLRQ,Q%\UGDQG/LQ
:HLW]PDQ0DUWLQ / DQG&KHQJJDQJ;X  &KLQHVH 7RZQVKLS9LOODJH (QWHUSULVHV DV
9DJXHO\’HILQHG&RRSHUDWLYHV-RXUQDORI&RPSDUDWLYH(FRQRPLFV–
:RQJ-RKQ5RQJ0DDQG0X<DQJ&KLQD
V5XUDO(QWHUSULVHV7HQ&DVH6WXGLHV
7LPHV$FDGHPLF3UHVV6LQJDSRUH
:RUOG %DQN &KLQD¶V0DQDJHPHQW RI (QWHUSULVH $VVHWV 7KH 6WDWH DV 6KDUHKROGHU
:RUOG%DQN:DVKLQJWRQ’&
:X4XKXL+DQVKHQJ:DQJDQG;LQ[LQ;X1RQHFRQRPLF’HWHUPLQDQWVRI:RUNHUV
,QFRPHV,Q%\UGDQG/LQ
;LDR*HQJ0DQDJHULDO$XWRQRP\)ULQJH%HQHILWVDQG2ZQHUVKLS6WUXFWXUH:RUOG
%DQN 6RFLDOLVW (FRQRPLHV5HIRUP8QLW&RXQWU\ (FRQRPLFV’HSDUWPHQW5HVHDUFK 3DSHU
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